


i FEARLESS-FORWARD LOOKING: FORTNIGHTLY 





FEBRUARY 17, 1917 





Investments for the Professional Man 
HOW HE SHOULD HANDLE HIS SURPLUS FUNDS 
By H. I. Perrine 


Outlook for New Haven 
IS A RECEIVERSHIP IMMINENT ? 
By A. U. Rosenthal 


Unlisted Bonds 


By B. E. Carr 


Mr. Baruch’s Half Million 


LESSONS OF THE “LEAK” DECLINE 


By Thos. L. SexSmith 


Prospects for Shipping Industry 
EFFECT OF WAR ON MARINE SECURITIES 
By Walter McNaughton 


How to Read a Balance Sheet Bargain Indicator on Public Utilities 
The Public Utility Holding Co. Loaning Rates on Securities 
Railroad Bargain Indicator Scientific Speculation 

War and Wheat Position of the Market 


_|An Interview With Edward Brush On Silver 


Twenty-Five Cents 
Five Dollars a Year 





THE MAGAZINE OF WALL STREET 





Fractional Lot Service 


Orders executed in any amount 
of Stocks and Bonds for cash. 

We carry 10, 20 or 50 share lots 
of seasoned, safe stocks, dealt in 
on any of the Exchanges, on mar- 
gin. 

On the Consolidated Exchange 
all our orders, reports and quota- 
tions are transmitted by signal, 
affording instantaneous service. 

Certified accountants’ statement 
of audit of our books published 
quarterly. 


Members Consolidated Steck Exchange ef N. Y. 


52 Broadway, New York 
Telephone Broad 1336 








Please mention Macazine oF Watt Street when writing 


SUVUCVOUOUEOEEUOUOUOOULOUOOEEOOOGOOEDOEDOREDOOOOEOEEOUOUDEE 











HARTSHORNE High Grade 
AND te 
PICABIA Municipal Bonds 


——— ee for Investors and Institutions 


7 Wall St. New York Exempt from 


Federal Income Tax 


Through us you may purchase 
or sell listed stocks on commis- 
sion. Accounts carried on con- 
servative margin or partial pay- 
ment plan. 


Eligible to secure 
Postal Savings Deposits 


Legal Investments for 


Savings Banks 
Send for February Bond List B-59. 


William 2. @mpton 


Over a Quarter Century in this Business 


14 Wall Street, New York 
St. Louis Cincinnati Chicago 


100 Share Lots 
Odd Lots 








Send for Odd Lot Booklet T-17 


SHAORODOOENEDDOOUOUDEDOGOONEDOOOOOUENDDOOOOOONOOOOONOOUOUEOOELE 
PLEASE MENTION THE MAGAZINE OF WALL STREET WHEN WRITING. 


























\ ; 
‘2 , 
4 i 


am eikh 








Vol. 19. February 17, 1917. No. 10. 


_ THE OUTLOOK 


The U-Boats—Is Peace Nearer ?—Money and Capital—Effect 
of the New Crisis on Stocks and Business Prospects 











February 13, 1917. 


HE sudden change in methods of the German submarine campaign which 
was announced after this department was in press for the last issue brought 
a sharp decline in prices, but was not accompanied or followed by any of 

the other ordinary phenomena of panics. 

Stocks were well taken at the decline and a rally soon followed on cover- 
ing of shorts. The good technical position of the market was influential in 
preventing a further break. The persistent liquidation on peace rumors and 
prospects which had preceded the new crisis had already eliminated many 
over-extended holders of stocks, so that the renewal of liquidation at a lower 
level found bargain hunters and large interests ready to pick up the stocks 
thrown over. 


What" of the Peace Prospect? 


"THE superficial view is that peace has been indefinitely postponed by the new 

German submarine campaign and the considerable probability of this 
country’s being involved in the war. In a sense this is of course true. There 
are at the moment no definite signs of peace, while there are evidences of the 
prosecution of the war by both sides with renewed resolution. 

Nevertheless, there is a general feeling that peace may be nearer than we 
can see from the surface of events. Viscount Bryce, for example, a most con- 
servative and careful observer, expresses the view that the new submarine cam- 
paign marks a long step towards peace, because it would not have been under- 
taken had not the exhaustion of the Teutonic Allies been even more serious 
than generally supposed. 

His view is, naturally, favorable to the prospects of the Entente; but it is 
clear to neutrals that England, the backbone of the Entente’s war power, is 
also feeling the pinch to a greater degree than she is willing to admit. While 
the Entente Allies are less exhausted than the Teutons, the task before them 
is more severe, since the Teutonic forces are firmly entrenched on Entente ter- 
ritory on both East and West fronts. The defense of this territory is much 
easier than the task of recapturing it. 

Peace will come ‘through the exhaustion of one or both sides, and the 
process of exhaustion is now apparently proceeding more rapidly than ever 
before. Since the effect of exhaustion must be cumulative, it may easily be the 
case that, as Bryce says, peace prospects are considerably nearer than heretofore. 
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The Toll of the Submarines 


DURING the first ten days after the German announcements of the new pro- 

hibited sea area, about six per cent. of the ships entering and clearing at 
the various ports of the United Kingdom were sunk. If destruction could be 
kept up at this rate, the new campaign would have to be reckoned as a con- 
siderable success, for England would soon feel the effects of such a drain upon 
its ocean tonnage. 

British naval authorities, however, do not for a moment admit that this 
rate can be kept up. Nothing is known about the number of submarines cap- 
tured or sunk. It is reported that the British have a big fleet of small launches 
ready, each carrying a few guns, with which to combat the new menace. The 
effect of the arming of merchant ships, which has been going on for some time, 
is also unknown. 

A protected sea lane will be established through the prohibited zone and 
the Allies are confident of their ability to maintain such ocean traffic as will 
enable them to supply their needs in spite of the losses inflicted by the U-boats. 


President Wilson’s Attitude 


THE President’s attitude is as far as possible removed from jingoism. It is, 
indeed, difficult to see how we can become involved in the conflict in any 
large way, or what we could accomplish if we were. 

We have no army. It would take two years to train and equip one. Even 
then the difficulties in the way of sending troops abroad in large enough num- 
bers to affect the result would be all but insuperable. And in the meantime 
the Allies do not lack for untrained men. 

Our navy is of some importance; but if the Allies cannot reach Germany 
with a combined navy several times as large as ours, neither could we. Our 
navy could be used to protect our ocean commerce, our ports and seacoast, and 
presumably this is what will be done if a declaration of war is forced. 

There is, however, a fair prospect that an actual declaration of war may 
be avoided; for it is evident that the saner part of the German people are ready 
to do anything possible, short of abandoning their hopes of victory, to avoid 
war with the United States. 


Effect of the Crisis on Our Trade 


O far as security values are concerned, the effect of the new crisis on our trade 
is probably more important than the chances of our being dragged into 
unwilling participation in the war. 

Our ports and railroads were congested with traffic before the new U-boat 
campaign began, and they have become noticeably more congested during the 
two weeks of uncertainty which have already elapsed. This condition reacts 
on our industries. It is useless to have orders ahead for the remainder of 1917 
if the product cannot be shipped. 

Ocean traffic cannot, of course, be entirely paralyzed, but every increase in 
the amount of interference with it tends to check the outflow of our goods— 
and that is the basis of our present prosperity. In this direction a situation that 
was bad enough before has been made worse by the crisis; how much worse 
depends upon the success of the new Teutonic effort. 


Effects at Home 


N view of the fact that Germany is so much occupied abroad as to be able to do 
us but little harm on this side of the ocean, our Government has so far made 
no extraordinary preparations for war, on the assumption that there will be 
time enough to do that after an actual declaration of war, if it comes. During 
this waiting period the effect of the crisis has been to check our domestic trade. 
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The check to the actual movement of goods has been slight and has been chiefly 
due to congestion of transportation, but, forward orders are noticeably smaller. 
This is merely a continuation of the tendency of January, when the so-called 
peace prospect had the same result. 

With a relief to the uncertainty—which apparently must come soon, in one 
form or another—this phase will pass. If the submarine campaign proves a 
comparative failure and is modified, or if it continues with indifferent success 
without our being actually drawn ‘into the war, our people will soon become 
accustomed to the new conditions and will proceed with their business, subject 
only to the caution which the inevitability of peace readjustments must inspire. 

On the other hand, if we reach a definite state of war with the Teutonic 
Alliance, our own war and preparedness activities must be greatly increased 
and our general business will be benefited thereby. So far the effects of war 
inflation on us have been indirect, merely a reflection of the intense activity 
abroad. With our own Government spending money liberally for war purposes, 
we should soon feel the effects of a direct inflation within our own borders, in 
addition to the demands on us from abroad. 


Effects on Money and Capital 


UR money rate has risen about one-half of one per cent. as a result of the 
crisis—hardly enough to be worthy of consideration. Our bond market, 
however, has plainly shown the effect of the probability of a big United States 
bond issue. All classes of bonds have been weak and have declined, as a rule, 
from one to three points and in some instances more than that. 

The fall in bond prices is the measure of the probability of increased de- 
mands on our capital. We are still strong in supplies of capital. The big war 
profits of the past two years have put us in a position to stand a heavy strain 
if necessary, and there can be no question of our ability to finance a war if we 
must have one. But it could not be expected that we should do this without 
any effect on the price of money. Our entrance into the war would unquestion- 
ably mean an upward trend in money rates. 

As for any actual stringency or panic in the money markets, such as 
occurred in 1914 or 1907, that is entirely out of the question. Nothing worse 
than a gradual hardening of rates is to be anticipated. 


The Prospect for Stocks 


| N a situation made up of uncertainties to a far greater degree than usual, it 
is idle to attempt predictions as to the early movements of the stock market, 

and even the most incurable prophets are lying low. There is a general indis- 

position to enter upon new commitments on either side. : 

It is clear that prices are too low for short selling on any conservative or 
reasonable basis. There has been a good deal of absorption by investors but 
there are no reliable indications of any definite preparations by the banking 
interests for a bull campaign. They seem to be taking a “neutral” position and 
awaiting developments. 

There are undoubtedly many more investors waiting for a possible oppor- 
tunity to buy stocks at bargain prices after a declaration of war, and there are 
many who believe that ak a declaration would start a bull market. On the 
other hand, Admiral Peary is warning us that Germany may soon be dropping 
bombs on the Stock Exchange—which would presumably have a bearish effect 
on exchange operations, temporarily at any rate—and p> He are telling us how 
oe Teutonic submarines could enter our harbors and destroy everything 
In sight. 

It is not clear to most of us just how these “stunts”. could be successfully 
pulled off, but such predictions serve to illustrate the extent to which the 
opinion of even the most experienced is now at sea. 
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Investments for the Professional Man 


Suggestions for the Doctor, Lawyer, Preacher, Etc.—Discus- 
sion of Various Types of Bonds—Those Best Adapted 
for the Professional Man’s Purposes 





By H. I. PERRINE 





HE professional man almost without 
T exception has met with misfortune 
in his Wall Street ventures. He 
has generally been alluded to as an easy 
mark and has frequently been made the 
victim of numerous __ get-rich-quick 
schemes and fake mining and oil proposi- 
tions. This failure of the professional 
man to employ his funds profitably has 
been due partly to a lack of knowledge 
as to the essentials that go to make up a 
good investment and partly to careless- 
ness on his own part. The average in- 
dividual of this type has entered upon his 
professional career immediately upon the 
completion of his college course and has 
had little if any contact with the business 
world except such as is necessary in the 
pursuit of his routine duties. Hence he 
has been easily susceptible to the persuas- 
ive arguments of the mining stock pro- 
moter and the unscrupulous vendor of 
stocks and bonds and has been unable to 
detect the flaws in their promotion 
schemes. Such stocks or bonds as he has 
purchased have been bought with an eye 
to the high income return rather than to 
the safety of principal and have invari- 
ably been passed to him at quotations 
considerably above their intrinsic worth. 
He has failed to consult a reliable invest- 
ment house before placing his funds, has 
bought through irresponsible firms, has 
found himself possessed of securities hav- 
ing no available market and in numerous 
ways has violated the essential principles 
of investment. With these points in mind 
let us see what factors should govern 
the professional man in his selection of 
investments and what policy he should 
adopt in employing his surplus funds in 
the purchase of securities. 


Choosing a Reliable Firm 


First of all it seems essential that the 
prospective purchaser should consult with 
one or more of the well-known respon- 
sible firms dealing in investment securi- 
ties and obtain the benefit of their advice 
and experience. The leading investment 
organizations have attained a high de- 
gree of skill in their selection of sound 
securities and maintain special depart- 
ments designed to assist the purchaser in 
his investment problems. Such houses 
are glad to offer their assistance to the 
prospective investor in every possible 
way and make it their policy to exercise 
as much care in the proper placement of 
the funds of the small investor as of the 
large. The securities issued by reliable 
dealers have been purchased generally 
only after the most careful examination 
and invariably offer an excellent invest- 
ment medium for the unskilled investor. 


Type of Security 


After having selected the house through 
which the dealings are to be transacted 
the next important matter to determine 
is the type of security which shall be 
purchased. In this regard the circum- 
stances of the individual should be the 
determining factor. It is to be assumed, 
however, that the professional man is 
entirely dependent on his income and 
such being the case safety of principal 
should be first, last and always the prime 
consideration. At the same time, how- 
ever, a good income return on the money 
invested is highly desirable for the man 
in moderate circumstances and it is ad- 
visable therefore that he select securities 
which return as high a rate of interest as 
is consistent with safety. Under present 
conditions of the investment market many 
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high grade bonds are now available at 
unusually attractive prices and numerous 
opportunities are presented to the inves- 
tor of securing sound issues at levels well 
below their intrinsic value. Selections 
can be made from a wide variety of U. S. 
Government, Municipal, Railroad, Public 
Utility and Industrial Bonds as well as 
from numerous issues of foreign govern- 
ments. Some of these bonds, however, 
are not adaptable to the investment re- 
quirements of the professional man as 
the following paragraphs will clearly 
indicate. 
Government Bonds 

From the standpoint of safety of prin- 
cipal U. S. Government Bonds are, of 
course, without an equal. These bonds, 
however, yield such a low rate of interest 
that they cannot be considered a desirable 
medium for the investment of the funds 


months owing to the abnormal condition 
existing at the present time and a de- 
cidedly upward price tendency has been 
noticeable. While present quotations for 
municipals are much higher than for- 
merly, they are to be regarded as un- 
usually attractive even at the existing 
level for a number of reasons. With the 
investment market somewhat unsettled as 
a result of present complications in the 
international situation investors have 
been inclined to discriminate against 
speculative and semi-speculative securi- 
ties in favor of sound investment issues 
with the result that a large portion of 
their funds have found placement in the 
municipal bond market. 

The exemption of municipal bonds 
from all income taxes, both the normal 
tax and the super tax has also stimulated 
the demand for such issues, since they are 

















CLASS I 


SELECTED LIST OF RAILROAD AND MUNICIPAL BONDS LEGAL FOR SAVINGS BANKS 
IN NEW YORK STATE 


Issue 
Pennsylvania General Mortgage 
Chicago, Burlington & Quincy, Ill. Div 


Chicago, Milwaukee & St. Paul Gen. & Ref., Ser. A. 


Baltimore & Ohio Convertible 
City of Philadelphia, Pa 

New York City 

St. Paul, Minn., Library 


Average yield 


Price and Yielding 
Interest About 
103% 4.32% 
87 4.19 
4.65 


Interest 

Rate Maturity 
1965 
1949 
2014 
1933 
1967 


3% 








of a private individual. The purchase of 
such bonds is in fact confined largely to 
the banks and other financial institutions, 
who use them as a basis for the issue of 
national bank notes. They seldom yield 
a return much over. 234%, and since this 
rate of interest can be exceeded by the 
deposit of funds in savings banks, there 
is no incentive for the investor to pur- 
chase this type of security. 
State and Municipal Issues 


Next to U. S. Government Bonds in 
point of safety come the various state 
and municipal issues of this country. 
Here, too, the return on the investment 
is sO small as to make the purchase of 
such securities in normal times undesir- 
able. More attention has been attracted 
to this type of bond, however, in recent 


not affected by the revision in 1916 of 
the Federal Income Tax Law of 1914, 
calling for a material increase in this tax. 
The fact that such bonds in many cases 
are tax exempt in the various states 
where issued is another point in their 
favor. ‘Still another factor which has 
created a special demand for municipals 
was the recent revision of the Postal 
Savings Act, which provides that only 
sound municipal bonds may be pur- 
chased to secure postal savings deposits. 

While comparatively few issues of 
Municipal bonds are listed on the various 
exchanges throughout the country they 
always have a ready market and a 
marked stability of price. Representa- 
tive issues of this type of security, legal 
for savings banks and trust funds, are 
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now obtainable at prices which will yield 
the purchaser close to 4%, and such an 
investment is well adapted to the require- 
ments of the ultra conservative profes- 
sional man or woman. 


Railroad Bonds 


Underlying bonds of the large railroad 
systems are, so far as safety of principal 
is concerned, as safe as government is- 
sues and are now selling at prices which 
allow a return of from 1% to 2% more, 
or from 4 to 434%. Such issues are, in 
a number of states, legal investments for 
savings banks and trust funds and it is 
doubtful whether any other class of 
bonds combines in a greater degree the 
highest obtainable security with a fair in- 
come return. As in every other type of 
investment there are good railroad bonds 
and bad railroad bonds, but so long as 
the investor confines his purchases to the 


bonded debt. There are many railroad 
bonds satisfying these requirements that 
are selling at prices to yield a return of 
close to 5% and a judicious selection of 
such issues should prove very profitable 
from the standpoint of both yield and 
possible price appreciation. If the pur- 
chase of several railroad bonds is con- 
templated care should be taken to di- 
versify the investment as widely as pos- 
sible so as to obtain securities of roads 
operating in different sections of the 
country. 
Industrial Bonds 

Except in special cases the bonds of 
industrial corporations are not adapted 
to the investment requirements of the 
professional man. Earnings of such 
companies are largely affected by funda- 
mental conditions, such as tariff rates, 
legislation, political conditions, etc., and 








CLASS II 
SELECTED LIST OF RAILROAD AND PUBLIC UTILITY BONDS RETURNING A SLIGHTLY 


HIGHER YIELD THAN THOSE OF CLASS I 


Issue 
Atchison Adjustment 
Florida East Coast lst Mortgage 
Virginian Railway lst Mortgage 
American Telephone & Telegraph Co. Trust 
Interborough Rapid Transit Ist & Ref 
Kansas City Railways lst Mortgage 


Average yield 


Interest Price and “Yielding 
Rate Maturity Interest About 
1995 87 4.59% 
1959 95% 4.72 
1962 99% 5.01 
1946 101% 
1966 9856 








legal bonds of this class he need have 
little to fear regarding the safety of his 
funds. It should not be inferred from 
this statement that there are no other 
bonds of this type outside of the savings 
bank issues that are safe and profitable 
investments, since this is by no means the 
case. There are numerous good railroad 
issues which do not satisfy the require- 
ments of the savings bank laws. The un- 
skilled investor, however, should exercise 
considerable care in the choice of the 
latter securities and should not be carried 
away with the high yields obtainable 
therefrom. He should make certain that 
he is purchasing a bond that is not too 
far removed from the rails, that it is the 
obligation of a strong company and that 
the earnings of the road are running 
well over the interest charges on the total 


are consequently subject to wide fluctua- 
tions from year to year. In a prosperous 
period, such as the present, the margin of 
safety for practically all industrial bonds 
is unusually wide, but in times of de- 
pression a sharp falling off in earnings 
generally results in an accumulation of 
fair-sized deficits on the part of the 
weaker concerns with a consequent drop 
in prices of all industrial bond issues. 
During the past year there has been an 
increased demand for industrial bonds of 
the higher type due to- their increased 
equity in property and the wider margin 
of safety in earnings back of them, with 
the result that quotations for such issues 
are now on a much higher level than 
formerly. While it is not denied that the 
improved status of these companies re- 
sulting from better business conditions 
thoroughly justifies the present price 
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level for their bonds, it is not at all cer- 
tain that the prevailing quotations will be 
maintained and consequently it is well 
for the private investor who places safety 
of principal above all other considerations 
to look elsewhere for the safe investment 
of his funds. There are, it is true, many 
good industrial issues, well secured and 
with good records, but due prominence 
must be given to the above factors in 
their purchase. The real advantage such 
bonds possess lies in a larger income re- 
turn than is derived from other classes 
of securities. 


Public Service Bonds 


Securities of public service corpora- 
tions in recent years have attained a high 
degree of popularity with the investing 
public and the bonds of such concerns 
have come to be recognized as one of the 
most profitable forms of investment. 
Sound bonds of this class may be pur- 
chased to yield between 5% and 5%4%, 
which is about 1% more than is obtain- 
able from well secured railroad bonds. 
They combine the attractive features of 
the railroad and the liberal return of the 
industrial while at the same time they are 
free from the speculation connected with 
the latter. The public utility business in 
this country has now become well stand- 
ardized and the steady growth of popu- 
lation seems to assure a continuous in- 
crease in the earning power of street 
railway, gas and electric light companies. 
Several factors enter into the purchase 
of this type of bond, however, and it is 
highly advisable for the investor to ex- 
amine them carefully. The factor of 
depreciation, the character of the man- 
agement, the matter of franchises, the 


relation existing between the value of 
the property and the bonded debt out- 
standing are all very important considera- 
tions and a purchase should not be made 
until all these points have been looked 
into. In this instance, more than any 
other, assurance should be had that a 
careful investigation of the property has 
been made by the offering house and until 
this assurance is given a purchase of the 
bond should not be made. 


Summary 

To summarize, then, the professional 
man contemplating the investment of his 
surplus funds should first select a tho- 
roughly reliable house in which he can 
place the utmost confidence. Relying 
largely on their judgment he should make 
his selections from the three classes of 
bonds—Municipal, Railroad and Public 
Utility—his main consideration being 
safety of principal. The issues selected 
should include high grade bonds repre- 
sentative of each type and the principle 
of diversification should be further ap- 
plied in the matter of location through 
the selection of corporations whose busi- 
ness is located in different sections of the 
country so that any possible loss through 
a depression in a particular section of the 
country would affect only a portion of 
the total amount invested. There seems 
no reason under present conditions why, 
by a judicious choice of bonds of this 
character an average return of 434% 
could not be obtained on the total fund 
with a reasonable assurance that the 
principal would be equally as safe as 
though deposited in a savings bank where 
the return is considerably less. 














“Luck” 


‘ 


Luck equals character plus energy. When it is said that 
a man is lucky you may be sure that his success is not due to 
blind chance but to his own inherent qualities that bend 
Fortune to his will—S. W. Straus. 
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The’ Position of the Market 


Relation of Present Price Levels to the Swings of the Market 
During the Past Two Years as Shown by the . 
Average of Fifty Stocks 





E present herewith a graphic 
showing the progress of the 
stock market during the past 

two years, beginning with the reopening 
of the Exchange in December, 1914, and 
continuing to the low point established 
by the recent decline. 


Apr. /318 


The first upward movement indicated 
is the rise of 1915. Then after some 
recession, and a pause of several weeks, 
began the advance which carried into 
the fall of that year. This was the first 
“war market.” The reaction which fol- 
lowed, while occupying considerably 
more time than used in the advance, was 
of relatively small extent, and gave place 
in the late summer of 1916 to a second 
up-swing, which entered a new high 
level for the whole movement. 

The rise from the low point of 1915 


to the high of 1916 represents the total 
average gain in securities, made largely 
as a result of the stimulus of the abnor- 
mal war profits earned by American in- 
dustries, and the high prices received 
for American commodities shipped 
abroad. It will be seen that the time 
required in which to carry out the up- 
ward movement was approximately 
one and one-half years. Subsequently 
and within the last two months largely, 
a drastic decline has come which has 
cancelled over 50% of the advance. 


The decline indicated is explained 
from varying viewpoints. Until quite 
recently, at least, it was generally be- 
lieved to have been the result of an ef- 
fort of the market to discount the com- 
ing of peace. Developments of a some- 
what sensational nature during the Con- 
gressional “Leak” inquiry brought out 
some convincing testimony to the effect 
that the actual cause of the decline went 
somewhat back of news events of the 
day, and were to be found in the tech- 
nical situation. 

The graphic above shows that the 
average market, at the present writing, 
is below the half-way point between two 
extremes in recent market history, one 
of which represents the depths of an 
unusual economic depression and the 
other, the height of speculative opti- 
mism. Any weakness in the technical 
situation which might have prevailed 
two or three months ago, while the mar- 
ket was still in the latter extremity, has 
doubtless been corrected to a large ex- 
tent by the recent declines. 








MARKET MOVEMENTS 


A study of the stock market means a study in the forces above and below 


the present level of prices. 


Each movement has its period of preparation, 


execution and culmination, and the most substantial of movements are those 
which make long es Without this preparation and gathering of force, 


a movement is not 


ely to be sustained. On the other hand, the greater the 


preparation, the greater the probable extent of the swing.—Sudies in Tape 
, mg : 











— 





(658) 














MONEY-BANKING-BUSINESS 








Leading Opinions 


About Financial, Investment and Business Conditions 





“Big Post-War 
Trade”—Sec. Redfield 


N addressing the recent session of the 
Southern Commercial Congress at 
Norfolk, Va., Secretary of Com- 

merce Redfield advanced arguments to 
prove his contention that the United 
States will enjoy a tremendous legitimate 
trade in Europe, after peace has been 
declared. 


“We see in each of three great nations, two 
of which have hitherto been larger factors in 
international trade than we, definite official 
steps to promote their industries and com- 
merce after the war; to organize them on a 
more scientific and effective basis with cen- 
tralized authority behind them and the delib- 
erate purpose to do all they can to advance 
their economic positions rapidly,” he said, re- 
ferring to preparations by England, France and 
Italy. 


and whether a part of industrial reconstruction 
will not be replacing men and machines marred 
in the intense struggle. 

“There is the best of reason for knowing 
that in at least four important respects the 
end of the war will mean large calls on us for 
supplies which now for one or another reason 
we are prevented from furnishing. These de- 
mands will be for foodstuffs of many kinds, 
for agricultural machinery, for lumber in many 
forms, and for credits in the way of loans and 
investments. We may expect, however, that 
in the general field of manufactures we shall 
later find strong competition in the world’s 
markets, probably a competition of developing 
strength. It will be backed by powerful gov- 
ernment aid and will also have as a_ back- 
ground serious retrogression in economic con- 
ditions as compared with those existing be- 
fore the war.” 


“Value of Short 
Selling”—Otto Kahn 


A contribution to the sanity of the 
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Saturday Evening Post. 


NOT A MOMENT TO LOSE. 





“These movements can not be looked upon 
as if they were weapons backed by exceptional 
economic power. On the contrary, a saner 
view is to regard them as weapons forged to 
overcome unusual economic weakness. They 
are not the outcome of developing strength, but 
of economic weakness. They are not the out- 
come of developing strength, but of increasing 
loss. They are created to make the best of bad 
Situations. 

“The productiveness of many European fac- 
tories would have to be increased many fold 
in many lines before it reached the effective- 
ness of the best American practice. Nor do 
we know the cost in many ways at which the 
effort was made and is making. We may 
question whether it is physically and financi- 
ally possible to maintain that effort in peace 
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times was made recently by Mr. Otto 
H. Kahn, of Kuhn, Loeb & Co., in an 
address to the Association of Stock Ex- 
change Partners. In his address Mr. 
Kahn lucidly explains the use and the 
necessity of short selling. His remarks 
are well worthy of republication. 
Among other things he said: 

“The short seller contracts to deliver at a cer- 
tain price a certain quantity of stocks which he 
does not own at the time, but which he expects 
the course of the market to permit him to buy 
at a profit. In its essence that is not very dif- 
ferent from what every contractor and mer- 
chant does when in the usual course of busi- 
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ness he undertakes to complete a job or to de- 
liver goods without having first secured all of 
the materials entering in the work or the 
merchandise. The practice of short selling has 
been sanctioned by economists from the first 
Napoleon’s minister of finance to Horace White 
in our day. 

Short selling does become a wrong when and 
to the’ extent that the methods and intent of 
the short sellers are wrong, just as, for in- 
stance, the practice of thrift becomes a vice 
when it degenerates into avarice and miser- 
liness. The short seller who goes about like 
a raging lion (or bear) seeking whom he may 
devour, he who deliberately smashes values by 
dint of manipulation or artificially intensified 
selling amounting in effect to manipulation or 
by spreading alarm through untrue reports or 
even through merely unverified rumors, does 
wrong and ought to be punished.” 


“Clearer Business 
Vision”—F. A. Vanderlip 


In a speech before the Bankers’ Club 
at Chicago, Mr. Frank A. Vanderlip, 
president of the National City Bank of 


Ss 
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summarized the trend of 
business ethics for the last twenty 
years and pointed out that business is 
responsible for many of the ills which 


New York, 


have befallen it. He said in part: 
“The government has done much that has 


been destructive, much that has been ill-judged, 
prejudiced, and harmful in its efforts to con- 
trol business. I am not sure, however, but 
business men themselves are quite as much to 
blame as have been our legislators or the in- 
terpretations of our courts. Unfair practices 
led to restrictive legislation. 

“Probably the greatest gain of all in the last 
twenty years has been a gain in the direction 
of a clearer moral vision, a sound understand- 
ing of the ethics of business. If the ethical 
relations of the corporations to the public had 
been as well understood a generation ago, had 
been as clearly recognized and as whole- 
heartedly accepted, as they are today, our 
statute books would be freer from the ham- 
pering restrictions that the law has laid upon 
business. 

“Another class of legislation through which 
the government enters business is typified 
through the Federal Farm Loan Act. In some 
quarters there is objection to the principle in- 
volved when the governmental relations are in- 
jected into business in this way. Does not 
the fault here lie quite as much with bankers 
as with legislators? Will we not always find 
the people groping to do through governmen- 
tal agencies those things that are left undone 
or are badly done by individual initiative? 
Must we not safeguard the future from an 
unwise participation in business by seeing to 
it that business is so well conducted, so fairly 
administered, so completely responsive to legi- 
timate needs that there will be no sound rea- 
son for the government coming into any field 
because it is not already adequately and fair- 
ly served?” 


Britain Curtails 
Munitions Output 


The high-water mark has now been 
reached and passed in making British 
guns, shells and all kinds of ammuni- 
tion for the Allied armies, cables the 
London correspondent of The Associ- 
ated Press. This fact now presents the 
large problem of diverting this produc- 
tion into new and useful channels, by 
which England will again supply the out- 
side world with goods, thus diminishing 
the steady outflow of gold and checking 
the decline in the British exchange 
rate. 

It is because this high-water mark in the 
output of ammunition has been reached and 
passed that attention is now being given to 
gradually diverting labor to other lines so 
that the trade and export war may be carried 
on. This is the reason for the creation o! 
a new member of the Ministry, Neville 
Chamberlain, as Director of Service. Mr 
Chamberlain’s chief duties are to divide oc 
cupations into “essentials” and “non-essen- 
tials,” and to divert labor gradually from the 
non-essential industries turning out luxuries 





a 


—_—— 








LEADING OPINIONS 


661 





to the essential industries which turn out 
those articles on which England’s great ex- 
port trade is based in normal times. 


Possible Federal 
Steel Needs 


A new feature of interest appears in 
the iron and steel industry, as a result 
of the recent international develop- 
ments, possible Federal requirements 
entering largely into all calculations, 
observes Dun’s Review. 


Some government buying already is re- 
ported and the movement may reach exten- 
sive proportions, as needs would be heavy 
in the event of a still more unfavorable turn 
in the foreign situation. This fact, of course, 
is generally recognized and raises the ques- 
tion as to how demands from other quar- 
ters might be affected, and to what extent 
regular deliveries might be retarded. As 
it is now, delays in shipments are a seri- 
ous drawback and the influence of the trans- 
portation congestion is seen in statistics of pig 
iron output, which diminishes. 


An Era of 
Financial Fakers 


Never before in this country has 
there been such an avalanche of ques- 
tionable promoting schemes as now, 
Writes Albert W. Atwood in The Sat- 
urday Evening Post. The _ get-rich- 
quick brokers and promoters have 
sprung up like mushrooms over-night. 
Fakers, schemers and swindlers swarm 
over the land. Financial sharks swim 
joyously in schools and shoals. 


For this is the heyday of undreamed-of 
prosperity; and every boom in trade and in 
stocks brings to the surface a multitude from 
the under-world of finance, glad to seize upon 
the possibly brief wave of fortune and take 
advantage of a feverish mania for specula- 
tion while it lasts. Thus, the tremendous re- 
vival in frauds and semi-frauds by mail and 
by advertising, along with its marvelously 
sudden fungous growth of upstart brokers 
and promoters, only serves to emphasize the 
prodigal, almost recklessly abrupt increase in 
national wealth. 

The characteristics of the recent boom are 
numerous and _ intensely instructive. Of 
course, some of the swarm of fake motor 
stocks are brand-new, with the varnish still 
on. Not so with the oil and mining shares. 
Beginning with ’49, we have had them at regu- 
lar intervals ever since. But the present crops 
ot promoters have shown unusual cleverness 


in taking advantage of that human desire to’ 


get something for nothing, to expect that 
riches are concealed under the ground. Even 
the most uninformed know that in other in- 
dustries there are definite limits and margins 
of profit; but they feel that no one can tell 


what may be hidden in the bowels of the 
earth. As for the fake motor stocks, the pro- 
moters have merely taken advantage of the 
enormous profits made by legitimate proper- 
ties, to sell shares in certain new companies 
that exist almost solely on paper. 


Our Growth 
in Wealth 


From figures published in its annual 
summary at the-beginning of the pres- 
ent year, The Journal of Commerce 
draws conclusions as to what was the 
extent of our growth in wealth in 1916. 
Our population increased about 1.6 per 
cent., the value of our agricultural 
products, at the same time, about 29.9 
per cent., an increase due more to 
higher prices than to larger production, 
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but in some cases a result reached in 
spite of smaller production. The writer 
says further: 

Among statistics of trade and finance it 
is shown that imports increased in value by 
37 per cent. and exports by nearly 55 per cent. 
Railroad revenues advanced 17 per cent.; lake 
commerce in tonnage 29 per cent. New in- 
corporations during the year were 70 per cent. 
more than the previous year and building con- 
struction 40 per cent. higher in cost. The 
amount of money in circulation was 1% per 
cent. more, loans of national banks 15% per 
cent. greater, and bank clearing 40 per cent. 
It is impossible to differentiate the cause and 
effects in these latter statistics, but al] were 
affected by the kind of ‘prosperity’ that came 
from war in Europe, which was very unequally 
shared by the people of this country. 
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“No New Haven 
Receivership”—Muir 

A reassuring statement to New Ha- 
ven stockholders, who recently saw 
the common stock of the road fall to 
38%, the lowest point in history, has 
been issued by John Muir, on behalf of 
the Railway Investors League, of 
which he is chairman. He reiterates 
the statements made recently by offi- 
cials that no receivership is contem- 
plated, and gives the stockholders the 
first glimpse into the new financing 
plans. 

The statement is made by the league on “in- 
formation obtained from one of the highest 
authorities in the direction of the New Haven.” 
Mr. Muir says it is considered possible that the 
issuance of preferred stock may be undertaken 
by the directors, but from sources equally as 
well informed it was learned that no such 
plan is in contemplation. : 

The statement also throws some light on 
the recent rumors that Howard Elliott, presi- 
dent of the New Haven, would resign. On 
the contrary Mr. Elliott will be back at his 
desk by April 1. 


Car Shortage 
Decreasing 
The American Railway Association 

reports that the freight-car shortage, 
which in November last was becoming 
increasingly serious, has decreased al- 
most 50 per cent. since that time, ac- 
cording to the figures for January 1, 
1917. 


On November 1, there was a shortage of 
114,908 freight cars; on December 1, it was 
107,778, and on December 31, it had fallen to 
59,892 cars. This decrease, says the Associa- 
tion, is attributed more than anything else tc 
the co-operative efforts of the Inter-State Com- 
merce Commission, shippers and the railroads. 
The total surplus of cars on December 31 was 
38,647, while the total shortage amounted to 
98,539, the net shortage on that date thus being 
as above indicated, 59,982. 


Cotton Exchange 
to Be Probed 


A resolution was adopted by the 
Senate on February 2 directing the At- 
torney-General to make an investiga- 
tion into the buying and selling opera- 
tions of the New York Cotton Ex- 
change to determine whether its meth- 
ods are in restraint of trade. The reso- 
lution, which was submitted by Sen- 
ator Smith of South Carolina, was 





adopted without objection. It reads as 
follows: 

Whereas complaint has come from farmers, 
merchants, business organizations, and also a 
memorial from the Legislature of South Caro- 
lina, complaining that the practice of the New 
York Cotton Exchange in buying and selling 
contracts below what local spot cotton can be 
bought for in the South; and 

Whereas this practice is demoralizing to the 
domestic and foreign cotton trade, in that it 
makes impossible legitimate hedging against 
purchase and sale; therefore be it 

Resolved, That the Attorney-General is 


hereby directed at once to investigate the trans- 
actions in buying and selling contracts on the 
New York Cotton Exchange and ascertain 
whether such transactions are unlawful and in 
restraint of trade. 
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Henry H. Royce, president of the 
Exchange, had the following to say on 
the 2d inst. with regard to the pro- 
posed investigation: 


“The Exchange will welcome any investiga- 
tion on the line of restraining trade. Prices 
on the Exchange are entirely the result of 
orders received by its members to buy and sell 


*The management of the Exchange has abso- 


lutely nothing to do with prices. It in no way 
influences prices, but, on the other hand, it 
is the public and no other agency that estab- 
lishes the value of cotton.” 
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With the 
Financial Observers 


Hayden, Stone & Co.—In view of the for- 
eign complications, it is not at all strange 
that the wonderful earning statement of the 
United States Steel Corporation has passed 
almost unnoticed. And yet this statement 
is really deserving of considerable attention. 
Net profits for the three months ended De- 
cember 31, 1916, totaled nearly $106,000,000. 
This is at the rate of about $66 per share 
annually on the common stock outstanding, 
and compares with net profits of $51,000,000 
in the same quarter of 1915, and less than 
$11,000,000 in the same quarter of 1914. In 
1916 the corporation earned between $48 and 
$50 per share for the common stock. The 
orders now on hand are sufficient to keep 
the Steel plants busy during the greater 
part of 1917, if no new orders are taken. 

We call attention to this merely as con- 
crete evidence of the phenomenal prosperity 
of American industry. If the war is not go- 
ing to end in the near future, and there is 
apparently little chance, of that now, this 
prosperity is not going to be suddenly ter- 
minated. Stocks have been sold indiscrim- 
inately, and such selling, coming after the 
December decline, must have rendered the 
technical condition of the market exceed- 
ingly strong. Such sudden and severe drops 
as the market has experienced recently 
have in the past proved to be excellent op- 
portunities for the purchase of substantial 
securities, and we are inclined to think that 
in the long run the present instance will be 
no exception. 


Keane, Zayas & Potts.—Whatever the is- 
sue of this new crisis, there is no reason 
for panic in the market places of this coun- 
try. In inviting the hostility of all neutral 
nations Germany is simply hastening the 
arrival of peace and the opening of the seas 
and of blockaded ports to our commerce. 

On that day cotton, which declined $25 a 
bale on Thursday, and wheat, which fell 15 
cents a bushel at the same time, will prob- 
ably rise to new high levels. There will 
then be no interference with our commerce, 
and the maritime nations of the world will 
speed ships to our ports to move to needy 
and suffering Europe the vast quantities of 
foodstuffs, raw materials and manufactured 
goods which are being accumulated within 
the borders of the United States for the 
demand that is certain to come, We assert 
again the opinion that the coming of peace 
will make times better, not worse, and we 
urge investors to take advantage of the pres- 
ent low level of prices to acquire stocks that 
— be benefited by a return to normal con- 
ditions, " 


J. S. Bache & Co.—The situation in the 
securities market and in the loan market 
pertaining to it was most favorable for the 
crisis which developed so suddenly. This 
was because of the widespread liquidation 


which took place in December. Had we 
been at the crest of the enormous specula 
tive wave of last year, instead of at the hol- 
low, disaster would have been widespread 
and destructive. Instead, the break, not 
withstanding its decisive action, was a most 
orderly descent. This does not mean that 
there were not heavy losses, especially in 
cotton and wheat, but there was absence of 
the panicky conditions which had prevailed 
in the other international crises through 
which we have passed. Stocks are now 
more widely held by strong interests prob- 
ably than for a long time, and are cheap, 
notwithstanding that further portentous hap- 
penings may put them temporarily lower. 


Sheldon, Morgan & Co.—The view has 
been expressed in conservative quarters that 
the virtual panic on the first news of Ger- 
many’s infraction of her promises has dis- 
counted not only peace, but war as well. 
On the other hand, while there was much 
liquidation, it is probable that there is still 
a good deal of stock to be _ liquidated, 
Around the lowest levels attained in the 
break there were evidences of buying by 
solid financial interests. It was chiefly this 
buying that checked the decline. During the 
uncertainty which must follow, we recom- 
mend extreme caution in the market. Prices 
have been liquidated to or below a firm level 
of intrinsic values under anything like nor- 
mal conditions; but shocks which may affect 
sentiment may be expected at any moment. 
And in times of great excitement sentiment 
temporarily overweighs actual values and 
common sense. 


Posner & Company.—The announcement 
by the German Government of its deter- 
mination to enter upon a ruthless submarine 
warfare, free from all restraints of moral 
considerations and international law, has 
brought about the crisis and the situation 
is extremely grave. Financially, the coun- 
try is fully prepared to meet whatever 
contingency may arise, and it will not be 
necessary to confront anything of a more 
serious nature than the severance of dip- 
lomatic intercourse for some time and, when 
the time comes for real fighting, the country 
will also be prepared to meet it success- 
fully. - The market for securities has had 
many severe shocks in the last two years 
and it is likely to have many more before 
this war is over. Nevertheless, there is 
every reason to feel enthusiastic over the 
outlook for a continuance of trade activity 
and prosperous conditions generally. While 
there are no precedents for prevailing con- 
ditions or what may follow, the situation 
can easily be summed up by what will be 
done under the circumstances. Commerce 
and industry will thrive under the stimulat- 
ing influence of Government activity and, as 
we are situated, there is no war danger to 
fear, Therefore, the community as a whole 
may proceed about its affairs in the usual 
way. 








The 


Business Situation 





INCE January 1 there has been a little 

slowing up of future orders in many 

lines of trade. Nevertheless bank clear- 
ings outside of New York City touched a 
new high mark in January, at a figure more 
than double that of January, 1909, and com- 
modity prices February 1 also reached a new 
high at a little more than 13.90 for Brad- 
street’s Index. So it is clear that there has 
so far been nothing like a reaction in busi- 
ness conditions. otal bank clearings for 
the whole United States were a shade below 
December and November, because of less 
activity on the Stock Exchange. 

The price of spot copper is back to the 
top again at 34 cents, with some sales at 
35; pig iron advanced another dollar a ton 
during January, and the steel average crept 
up a little further to nearly $77 a ton. The 
possibility of war between this country and 
Germany has helped these prices, since war 
would bring an additional demand for the 
principal metals. 

Building operations represent almost the 


only line in which there was no advance 
during 1916. Current operations are running 
about the same as last year and have, in fact, 
shown little increase for the last five years. 
This illustrates the extent to which new 
construction of all kinds is being held in 
abeyance by the war demand for both capi- 
tal and materials, 

The big gold imports of December were 
sent us by the Allies to help the British 
$250,000,000 loan, and they had the desired 
effect. If we enter the war ourselves it will 
turn out that the British picked the psycho- 
logical moment for the loan. There was a 
pronounced let-up in the gold imports as 
soon as these bonds were sold. 

Our big excess of exports and our small 
failures have become an old story. The 
slight fall in iron production for January 
was due to congested transportation and dif- 
ficulty of getting coke. The falling off in 
unfilled orders of the U. S. Steel Corpora- 
tion was a surprise, but steel men do not be- 
lieve it represents a turn in the situation. 
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Loaning Rates On Securities 


How Brokers Borrow and How Banks Loan on Stocks— 
Relation of Renewal Rate to Actual Rate—A Non- 
Technical Exposition of a Phase of Brokerage 
Business Not Generally Understood 





By ROBERT L. SMITLEY 





NLESS one has been actively en- 
gaged in all phases of the bro- 
kerage business, the question of 

interest rates is usually an enigma. 
Furthermore, it is difficult to explain in 
just ordinary words because so many 
technical features enter into the sub- 
ject. The inquiry department of The 
Magazine of Wall Street has had hun- 
dreds of inquiries on interest matters 
and this article, in a measure, is a gen- 
eral reply to all these inquiries. 

The subject had best be divided into 
three captions and each one discussed 
separately: Call and Time rates, Stock 
rates, and the Brokers’ rates. 


Call Money 
The so called renewal rate for call 


money which is published in the daily 
newspapers, has really very little to do 
with the actual situation except to de- 
termine a sort of “clearing rate” for the 


day. Money may open, be lent, on the 
Stock Exchange at about 11:30 a. m. 
at 2 per cent. and possibly a million 
dollars may pass from the bank to 
broker at this rate. The renewal rate 
is then established and communicated 
to all those interested. The broker may 
be borrowing from ten to fifty million 
dollars from many financial institutions, 
and he at once tries to renew his call 
loans at 2 per cent. If these loans had 
been standing at 3 per cent. the day 
previous, it is barely possible that one 
million out of ten will reduce to the 
renewal. The rest continue to stand at 
above 3 per cent., or 3 per cent., or may- 
be 2% per cenf. But, if the broker’s 
customers are carrying many industrial 
stocks, he will have to make special 
loans, and all industrial loans average 
from ¥% per cent. to 1 per cent. above 
the renewal. The banks all know that it 
would be impossible for the broker to 
pay all loans which do not renew at the 


renewal rate, and even if the broker 
tried to pay them, the sudden demand 
for money would force the rate up 
higher than before. In addition to this 
feature, many financial institutions do 
not loan above'6 per cent., notably the 
National City bank. After a period of 
high money, these banks do not reduce 
their interest so rapidly, although they 
may put out new money at the prevail- 
ing rate. 
The Average 


A typical day’s average for the bro- 
ker on the first or second day of 2 per ~ 
cent. money is as follows, basis ten 
million : 

$500,000 odd lots (less than 100 shares 

for each collateral) at 3% 
per cent. 

$1,000,000 special loan, possibly on ac- 
tive curb stocks at 3 per 
cent. 

$3,000,000 industrial money at 3 per 
cent. 

$1,000,000 industrial money at 2% per 
cent. ° 

$2,000,000 regular money not marked 
down, at 2% per cent. 

$3,500,000 regular money at renewal at 
2 per cent. 

The average, therefore, is 2.825 per 
cent., which is quite a difference from 
the renewal rate quoted in the newspa- 
pers. 

All brokers find it to their advantage 
to protect themselves and their custom- 
ers by taking about 4% to % of their 
money on time at a specified rate. This 
prevents sudden calling of too many 
loans and is a kind of insurance for the 
zeneral average if money should be very 
high on the call. If the broker at the 
present time, averages his $3,000,000 
time money, part of which will no 
doubt be “industrial or special” at 
about 33%, he will be doing very well. 
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The reader’s attention is called to the 
fact that a regular loan usually con- 
sists of 60 per cent. rails, full 100 share 
lots and 40 per cent. good industrials, 
full 100 share lots. 

The above time money may range all 
the way from 5 per cent. down to 3 per 
cent. and the brokers average now, in 
connection with call money would be 
a combination of the two elements, or 
3.04 per cent., on a day when money 
renewed at 2 per cent. 

But there is yet another element. 
Many customers deal in curb or outside 
securities which the banks will never 
admit to loans. It is therefore impera- 
tive that the broker loan the customer 
the margin. The broker never values 
his money less than 6 per cent., and if 
his capital amounts to 2,000,000, this 
third element must be averaged in with 
the former. On the above basis, the 


real average for the day would be 
3.433 per cent, and money renewed on 
the Stock Exchange at 2 per cent. 
The Bank’s Position 
There is a clique of banks furnishing 


funds to brokers whose loan clerks con- 
fer daily. to establish their own re- 
newal, notwithstanding what the Ex- 
change renewal may be. There are 
other banks which never loan below 
2% per cent, and yet others whose min- 
imum is 3 per cent. For the large bor- 
rower, it is necessary to deal with these 
high priced banks as it is only possible 
for a bank to loan one firm a specified 
amount based on its capital. In all. 
there are only about seventy-five finan- 
cial institutions in New York loaning 
call money, but when the call rate 
reaches 4 per cent. and 5 per cent. out 
of town banks like the Continental and 
Commercial of Chicago, the Union 
Trust Co. of Pittsburgh and hundreds 
of others enter the field, either direct 
or through New York correspondents. 


Stock Loans 


In accordance with the rules prev- 
alent in New York, deliveries of sales of 
stock must be made before 2:15 p. m. 
the following day, except in the case of 
Friday sale, when delivery is made on 
the following Monday. If the sale is a 


“short” one, if the stock is coming from 
out of town or from abroad, or for any 
other reason which prevents actual de- 
livery of the certificate sold, the broker 
must borrow it. The business of loan. 
ing stocks is kept up on the floor of the 
exchange from 9:45 a. m. to 3:30 p. m. 
This is sometimes the salvation of a 
firm with inadequate capital, or one do- 
ing more business than its capital 
should permit. The lender gets market 
value for the stock lent and it is kept at - 
market value during the period of the 
loan. The lender of the stock pays in- 
terest on the money he receives, ex- 
cept in certain exceptional cases, and 
he does not have to put up 20 per cent. 
margin from his capital. 

If the stock lent is an active one and 
there is plenty about the “street,” the 
lender will pay the renewal rate of call 
money for the day on the total sum he 
has received from the borrower. If 
the supply of the stock is very low, the 
rate decreases in a ratio governed by 
supply and demand. For a very inac- 
tive stock like National Biscuit or 
Sears Roebuck, the rate would proba- 
bly be “flat.” The lender of the stock 
gets the use of the money without pay- 
ing any interest. When a real large 
short interest, or an artificial one, ap- 
pears in a stock it very often loans at 
a premium. In other words, the lender 
not only gets the use of his money free, 
but gets a bonus for lending his stock. 
The premium usually runs by the day 
and is based on the par of funds. The 
usual premiums run from % per cent., 
or $25 per day per 100 shares to 1/256% 
or a little over thirty-nine cents 
per day per 100 shares. Sundays 
are never counted in computing premi- 
ums and it is the custom now to omit 
Saturdays from a charge day. 

The loaning rate of stocks, like the 
renewal rate of call money does not al- 
ways represent the true.condition of the 
short interest in a stock. It is very 
likely that the recent premiums on New 
Haven and Industrial Alcohol did rep- 
resent.a large short interest, for the 
floating supply of these two stocks were 
not large at times. The writer recalls 
a time when certain large speculators 
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were carrying thousands of shares of 
Amalgamated Copper, but even after 
selling these shares they were not de- 
livered and the brokers openly bor- 
rowed fifty thousand shares at one 
time. Many firms do not like to show 
their actual position in the market and 
arrangements to borrow are made pri- 
vately. Not many weeks ago a certain 
Stock Exchange firm borrowed thirty 
thousand shares of Steel common by 
arrangement over the telephone wire. 
This was before the days of the “Leak.” 
Risks 

There are many risks for the firm 
lending stocks. A sudden rise in the 
market may cause a failure to the bor- 
rower and the stocks would have to 
be bought in “under the rule” at a 
much higher price and therefore a loss. 
But several large firms make it a prac- 
tice to loan stocks only when the 
rate is low, flat or at-a premium. One 
large firm saves between fourteen and 
fifteen thousand dollars each year by 
taking advantage of this situation. 


The Customer’s Status 


The general custom is to give the 
owner of stock, which is loaned at a 


premium, the full premium. The firm 
does not get, or should not get this 
advantage. In the case of short in- 
terest accruing from stock borrowed 
for a short account, the customer rarely 
gets any profit from this, unless the 


short sales are very large when he may 
demand that his broker divide the short 
interest on a basis of % or % to the 
customer. Very few customers, how- 
ever, take advantage of their oppor- 
tunities to make money through short 
interest. ‘ 

The margin account of a customer 
is usually charged from %% to 4% 
above the average cost of money to the 
firm. In addition to this, few custom- 
ers realize that they are paying com- 
pound interest on a monthly basis. 
The interest charge on an account is 
determined by these elements: the 
average cost to the firm for the month, 
the added increment to pay for 
handling the account, and the class of 
stocks carried. If the customer is 
carrying an account made up of 100 
share lots, half active rails and half 
active industrials, he will be charged 
the minimum rate by his broker; if he 
is carrying various odd lots, he may 
pay % to 1% more; if it is all industrial, 
the rate will probably be %% more 
than the minimum, but if the account 
consists of inactive issues or unborrow- 
able curb issues, the minimum will be 
6% and if money has ruled high for 
the month, maybe more than 6%. It 
costs much money and there is con- 
siderable risk in margin accounts. It 
is only fair that the broker make 
enough from this phase of his business 
to cover these costs. 
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SOULLESS CORPORATIONS 


For a good many years the favorite theme of politicians and yellow journalism has 
been: “The Soulless Cocsetatiena” Countless tons of paper and ink have annually 
been dedicated to the abuse of corporations in general and certain ones in particular, 
but times are changing. The theme has not only been worn threadbare, but in the 
light of modern corporation methods of management, literally, a dead issue. 

Of course there are still corporations that may be entitled to the designation of 
“soulless,” or rather, heartless, just as there are heartless men and women in the 
world, for, after all, a corporation but reflects its human management, and, deep down 
in the structure of civilization, there is a growing sentiment toward justice and con- 
sideration for humanity—the great war notwithstanding. 

The latest evidence is the voluntary action of a very large number of the great, 
as well as smaller corporations to grant substantial salary bonuses and wage increases 
to employees; in the aggregate, amounting to a. which, a few short years ago, 
would have been considered amazing. Now the daily press is teeming with announce- 
ments of bonuses, wage increases and profit divisions to employees of corporations. 
As an example of the many, note that the American Telephone & Telegraph Company 
has divided six millions of dollars among its employees who are receiving less than 
$5,000 a year. And yet that same corporation has often been held up as a glaring 
illustration of the soulless corporation. 

What a misnomer!—Michigan Investor. 
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By MAURICE COWEN 
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Once upon a midday dreary, while I wandered weak and weary, 
Past some quaint and curious faces just inside my broker’s door; 

While in doubt I hesitated, hopelessly I contemplated 
All the cats and dogs and lemons I had seen so oft before— 

Seen and bought—and wished I hadn’t—-many, many times before! 
Simply trash—-and nothing more! 
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“What,” I muttered, sadly sighing, “What, oh, WHAT shall I be buying— 
What new flyer now be trying? Tell me, tell me, I implore!” 

Then the clerk turned to me, squeaking, “Do not ever thus be seeking— 
Seeking vainly melons juicy;—buy New Haven just once more.” 

How my heart then filled with murder, as I bellowed, blindly sore— 
“Quote New Haven NEVERMORE!” 
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“Would you like some Baldy Loco?” “Nay!” I cried. “O Lord, my coco! 
Can I find no thing that lambs have not been trimmed in o’er and o’er?” 
“Try some Kitty, Kroos or Can, Mop or Brooklyn Rapid Tran, or— 
Surely there is nothing better.” “Never, never those!” I swore. 
“Yet, whatever I may get, it shall be something I'll deplore— 
Something I shall much deplore!” 

















Then at last, the tips, beguiling all my sad soul into smiling, 
Onto me came swiftly piling, till my feet were cold no more. 

Loud the board-boy kept a-shouting. Stocks were up, there was no doubting. 
Like a lion, danger flouting, to the order clerk I tore— 

Buying every stock in sight, and would have kept on buying more— 
BUT, the clerk said, “Nothing more!” 


TU MT MTC 





As of yore, I watched and waited; saw stocks jump, but was not sated. 
Sure as guns, I was ill-fated, for the crash came as before. 

Though I’ve sworn to guard my boodle, though I’ve almost lost my noodle, 
Just as sure as Yankee Doodle; I shall do it all once more— 

Do it over every season—buying only when they soar— 
Do it thus FOREVERMORE! 
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Prospects for the 


Shipping Industry 


What War Will Mean to Earnings of Ocean Carriers — Pos- 
sible Requisition by Government — Shipbuilding 
Industry After the War 





By WALTER 


McNAUGHTON 





HERE is no gainsaying the fact 
that the war has been a great 
factor in reviving interest and 

actual capital participation in the res- 
toration of the United States to its 


former position of maritime supremacy. 
It may not be possible for this country 
to again achieve the first place in world 
shipping and ship building, because of 
the enormous strides other powers have 
made in the last two decades and the 
ambitious programs of construction they 
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TOTAL NUMBER OF VESSELS 


have under way, even in these times 
when they are at war, but it should be 
possible for this country to regain a 
rank high among the foremost of mari- 
time nations. 

.e war has created the opportunity 
for this country to change from a po- 


sition where it paid annually to other 
nations an ocean freight bill of some 
$300,000,000 and more for the carriage 
of her imports and exports, to a position 
where most, if not all, of that enormous 
annual freight bill is paid into the 
pockets of the shipowners belonging to 
this nation. This opportunity to recoup 
the lost laurels of the sea is as great as 
it was unexpected two and a half years 
ago. Prominent shipping men and econ- 
omists believe that this country will 
never be given another such opportunity 
for the reason that conditions through- 
out the world will likely never be again 
such as to make possible a war of the 
magnitude and far reaching effects of 
the one currently being waged in 
Europe. It is a potential position, this 
new one in which the United States 
finds herself with respect to the rest of 
the world where ships are parts of the 
national economier. 

In one aspect oi it, attention is drawn 
to two groups of companies which alike, 
jointly and separately, have come to 
play increasingly important parts and 
which may be expected from time to 
time to make appeals or bids to investors 
for the lending of their capital and their ° 
confidence. These two groups are the 
shipbuilding and the shipping or ship- 
owning companies. It is the purpose of 
this article to discuss briefly these two 
groups and some of the more important 
companies in each. 

The Shipbuilding Companies 

In the first group, the shipbuilding 
companies, there are many of which the 
public at large has not heard. Practi- 
cally all of these companies have been 
financed with private capital which ex- 
explains why they are not generally 
known. The rate of return on the 
money invested in many of the com- 
panies was exceedingly small and in the 
cases of the best of these construction 
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companies, the interest received on 
capital put in was not to be compared 
favorably with similar returns in other 
lines. The same was true, it might be 
said in passing, of the shipping com- 
panies. 

Among the largest and best known 
shipbuilding plants in the United 
States are the Newport News Shipbuild- 
ing & Dry Dock Company, the William 
Cramp & Sons Ship & Engine Building 
Company, the U. S. Steamship Co., 
and the New York  Shipbuild- 
ing Corporation. These three have 
figured latterly in the public news but 
only because of the efforts of large 
capital to obtain hold of them and to 
weave them into a larger scheme of 
things, the objective of which is the meet- 
ing of foreign competition. Thus, 
within the past few months reports have 
been under way of negotiations for con- 
trol of the Newport News plants and 
the prospective purchasers are said to 
include interests more or less closely 
identified with Cramp Shipbuilding. 


Newport News Shipbuilding 


The Newport News plant is one of 
the largest and most important ship- 
building plants in the country. The 
company employes some 6,000 men and 
has at present on the construction ways 
thirteen vessels representing an aggre- 
gate gross tonnage of 91,673. Of these, 
eleven will be launched in 1917 and the 
remainder in 1918. The company has 
done a great deal of work for the United 
States Navy, two of its latest construc- 
tions being the super - dreadnaughts, 
Pennsylvania and Mississippi. Of the 
* seventeen battleships which made the 
famous cruise round the world, seven 
were built at the Newport News plant 
and at one time, these yards had the 
distinction of having under way, all at 
the same time, seven cruisers and battle- 
ships representing an aggregate cost of 
over $25,000,000. The plant is situated 
at the mouth of the James River near 
Hampton Roads, Va., the naval base of 
the United States. The company is 
capitalized at $8,000,000 consisting of 
$6,000,000 of 5 per cent cumulative pre- 
ferred and $2,000,000 common stock. 
In addition, the company has a funded 





debt which, as of December 31, 1915, 
amounted to $7,600,000. The Newport 
News is controlled by H. E. Hunting- 


ton. 
Cramp Shipbuilding 


The Cramp Company, which was in- 
corporated in 1872 under Pennsylvania 
laws and which inherited the shipbuild- 
ing and general machinery business of 
William Cramp, which was established 
in 1830, owns a large plant of some 45 
acres in Philadelphia and _ controls, 
through the ownership of the entire 
capital stock, the I. P. Morris Company 
(Port Richmond Iron Works) which 
build water turbines, the Kensington 
Ship Yard Company, engaged in dry- 
docking and repairing vessels, and the 
INCOME ACCOUNTS OF FOUR LEADING 

SHIPPING COMPANIES. 
CRAMP SHIPBUILDING CO. 











Operating Balance Net P.C, 
Year. mcome. for Charges. Income. on Stk. 
1916..... $1,497,255 $1,299,376" $1,087,704 17.83 
i) 956,797 956,797 651,635 10.69 
1914..... 1,180,332 1,180,332 847,477 13.90 
ane 561,796 561,796 306,676 5.03 
1912..... 473,022 473,022 208,108 3.41 


* After depreciation of $197,189. 
INTERNATIONAL MERCANTILE MARINE.* 


1915. 1914, 1913. 


Gross Revenues. .$61,669,167 $45,620,556 $49,480,857 
Net Revenues.... 28,269,781 7,792,304 10,006,567 


Ches. and Taxes. 10,928,754 4,485,275 4,289,608 
reciation .... 3,759,367 3,609,557 3,417,272 
Net Profits ..... 13,581,660 $302,528 2,299,686 


* Not including Leyland Line earnings. t Deficit. 
UNITED FRUIT 


Net Dive. -P.C. P.C. Ex. Sur- 

Income Paid Earned Paid Divs. plus 

1916. .$11,943,151 $3,415,468 27.97. 8 
5.. 5,900,522 2,927,544 16.12 8 
1914.. 2,264,911 2,927,544 6.19 8 $731,886.... 
1913.. 5,315,631 2,927,544 14.53 8 = .ssssee woes 
1912.. 4,907,529 2,927,544 16.39 8 2,705,890 .... 


PACIFIC MAIL STEAMSHIP 


1916, 1915. 1914. 
Gross Revenues... .. $4,264,477 $5,737,663 $5,560,240 
Net Revenues ...... 1,618,893 1,504,799 1,327,801 
Net Income ........ 1,154,651 888,481 710,841 
> Sn SOE, cc cane . 4.44% 3.55% 
BEES encesdsccee $1,154,651 $888,481 $710,841 








Federal Steel Castings Company located 
at Chester, Pa. Last year the company 
bought 108 acres of land for drydocks, 
on Petty’s Island in the Delaware River. 

Cramp possesses adequate equipment 
for building the largest ocean steamships 
and battleships designed as well as 
every smaller variety of merchant and 
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naval vessel. The war profits so far 
made by Cramps have been used to 
bring the plants up to the latest, most 
modern design. Steel and glass have re- 
placed brick, and buildings and equip- 
ment which were regarded until re- 
cently as more than adequate, have been 
scrapped and new buildings and equip- 
ment of twice the capacity installed. 
Huge cranes, which were capable of 
working on one ship have been taken 
down and new cranes, capable of work- 
ing on two vessels simultaneously have 
been installed. The new cost of produc- 
tion is estimated to be hardly more than 
60 per cent of the old cost. At the 
present time the company has nine ves- 
sels underway representing an aggre- 
gate tonnage of 60,700 gross, and each 
of these will be complete and launched 
in the current year. According to the 
latest authentic figures obtainable, the 
net assets of the Cramp Company appli- 
cable to the capital stock amounted to 
$11,744,946 on April 30, 1916, or an 
equivalent of $194 a share. The com- 
pany’s net profits for the fiscal year 
ended April 30 last, amounted to about 
$1,497,000 or about 17.8 per cent on 
the $6,098,000 of stock. This stock is 
strongly held, as was revealed recently 
in the efforts of New York and Phila- 
delphia banking interests to obtain con- 
trol. Elsewhere in this article is a brief 
tabulation of the company’s income ac- 
count for several years past. 


New York Shipbuilding Corporation 


The New York Shipbuilding Corpo- 
ration, which was, prior to the recent 
acquisition of joint control by the 
American International Corporation, W. 
R. Grace & Company, the International 
Mercantile Marine and the Pacific Mail 
Steamship companies, known as the New 
York Shipbuilding Company is regarded 
as offering the best facilities for the 
construction of vessels for the purpose 
of the several companies which have ac- 
quired this joint control. The purchase 
of these properties was made after a 
careful investigation by expert engi- 
neers of the large shipbuilding plants 
of the country. The company has a 
record for high efficiency in operating, 
and has the most complete layout of 


cranes, machine shops, warehouses, 
building berths and repair docks in 
existence this side of the Atlantic. In 
addition to the large building-berths 
already installed, there are under way 
plans for the construction of two addi- 
tional building slips, which will cover 
an area 1,004 feet long and 304 feet 
wide. The plant has turned out some 
170 vessels, many of which have had 
historic careers. Many battleships and 
cruisers have been built at its Camden 
yards, including the well known Utah, 
Arkansas and Oklahoma. Among the 
smaller craft with which the public is 
thoroughly familiar are the Hudson 
River boats, “Washington Irving” and 
“Robert Fulton.” When the companies 
already named had acquired this ship- 
building plant a reorganization was ef- 
fected and the new company, the New 
York Shipbuilding Corporation, was 
created. The latter is capitalized as 
follows; capital stock (no par value 
stated), 200,000 shares; first mortgage 
5 per cent. sinking fund bonds, maturing 
in 1946, $7,500,000. These latter will 
be issued shortly, the total authorized 
amount being $25,000,000. Some $3,- 
000,000 of cash has been invested in the 
property, of whick $1,809,600 1s avail- 
able for new construction needed to take 
care of the government work and the in- 
creased demand for merchant vessels. 
Orders and Earnings 

The capacity of the yard for these 
purposes will be increased substantially 
over present capacity. At the present 
time the company has under construction 
twenty-one vessels with an aggregate 
gross tonnage of 120,554, of which fif- 
teen vessels will be delivered in the cur- 
rent year and the remainder early in 
1918. The net income available for 
dividends and interest charges reported 
for the year ended August 31, 1916, was 
$1,466,000 and it is estimated that based 
on the contracts on hand, the earnings 
for the fiscal year 1917 will be in excess 
of those for 1916, while the earnings for 
the ensuing years should show further 
material increases. Uncompleted con- 
tracts on the books on September 1, 
amounted to $13,000,000 and new con- 
tracts made since then aggregate about 
$23,000,000. 
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U. S. Steamship Company 


This corporation controls 16 steam- 
ship lines representing a gross tonnage 
of about 61,000 tons. There is an au- 
thorized issue of $25,000,000 stock, $12,- 
500,000 outstanding, par $10. The com- 
pany was organized Dec. 25, 1915 and 
paid an initial dividend of 1% July 1, 
1916. Other dividends since have been 
as follows: An extra of % of 1% in 
August, 1916, regular of 1% in Septem- 
ber, an extra of % of 1% paid in Oc- 
tober, regular 1% paid in November, an 
extra of % of 1% paid in December. 
the regularly bi-monthly dividend of 
1% paid in December and the regular 
1% has been declared this month with 
Y% of 1% extra payable March 1 to 
stock of record February 15. The com- 
pany owns a large plant at Noank, 
Conn., the Palmer shipyard, where 700 
men are employed and has bought 30 
acres on the east bank of the Thames 
River near New London, Cann., as a 
site fer a new shipyard. Consiruction 
will start soon and the plant when com- 
pleted, which is expected to be withia 
two years, will employ between 4,000 


anc 5,000 men and will have a capacity- 


for turning out twenty 5,000 to 10,000 
ton steamers yearly. 


Other Large Shipbuilders 


There are other large shipbuilding 
companies in this country such as the 
one belonging to the Bethlehem Stee} 
€o., at Sparrows Point, Md., the Harlan 
& Hollingsworth Corporation at Wil- 
mington, Dela., the Manitowoc Ship- 
building Co. of Wisconsin, the Penn- 
sylvania Shipbuilding Co. at Gloucester, 
N. J., the Sun Shipbuilding Co. at 
Chester, Pa., and the Union Iron Works 
Ce. of San Francisco, Cal., but little or 
nothing is known of the financial side 
of these companies and only in a gen- 
eral way are their equipments and ca- 
pacities known. At the present time, 
there are under construction in the yards 
just named and in some thirty-five 
others, a total of 403 vessels represent- 
ing an aggregate tonnage of 1,495,601 
gross and of these 357 vessels with 1, 
250,722 of gross tons are due to be 
delivered in the current year. 





The Shipping Companies 

Now as to the companies‘in the sec- 
ond group, the shipping companies. 
These are much better known to the 
public at large, particularly to investors. 
The operations of these companies have 
become widely known, through the cir- 
cumstances of the war. Chief among 
the steamship companies in which a 
large amount of American investors’ 
cash has been placed are the Interna- 
tional Mercantile Marine, the Atlantic, 
Gulf & West Indies, the Pacific Mail 
Steamship and the United Fruit com- 
panies. The operations of these com- 
panies, their earnings and the condi- 
tions under which they are operating 
are the topics of discussion in the maga- 
zines and newspapers each week, and 
the wide dissemination of knowledge 
concerning their affairs makes unneces- 
sary here anything more than a brief 
discussion of the present position of 
these companies and their outlook so far 
as their securities are concerned. 

Just now, by reason of the turn given 
to international affairs so far as the 
United States is concerned, through the 
severance of diplomatic relations with 
Germany, it would be difficult, if not 
impossible to forecast even a week 
ahead. War might be precipitated at 
any moment, so dangerously fine have 
matters between the two countries be- 
come balanced. The sinking of a ship 
by a German submarine, involving the 
loss of American life or lives that might 
have been saved will probably mean war 
forthwith. For, the time is past when 
Germany can offer to pay indemnity to 
this country for the loss of American 
lives. 

Significance of War 

War would probably mean that some 
of the best revenue-producing vessels 
in the ocean and coastwise services, 
vessels from the service of the Atlantic. 
Gulf & West Indies, the Pacific Mail 
and the American Line subsidiary of 
the International Mercantile Marine 
companies, would be requisitioned by’ 
this government to assist in whatever 
plans the war and navy departments 
might formulate. Of course, some com- 
pensation would be forthcoming from 
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the government to the companies which 
would be deprived of those vessels tem- 
porarily, but this compensation would 
come no where near what the vessels 
are able to earn as carriers under the 
present high freight rates. War, then, 
would mean a substantial loss in reve- 
nues to these companies and this would 
naturally be reflected in a depreciation 
of the market values of the securities 
issued by these companies. 

That the situation has already been 
sized up generally to this effect is ap- 
parent by the action of the shipping 
shares in the market since the publica- 
tion of the German note which resulted 
in the severance of our official relations 
with that country. War with Germany 
would bring in a new factor that might 
have a far-reaching effect on our ship- 
pitg after the war. That factor is the 
possible destruction of American ton- 
nage which has so far been practically 
immune from attack. A heavy loss of 
tonnage would lessen, by so much, our 
chance to share in the cream of the ocean 
traffic that will be prevalent under high 
rates for a year or two after the war. 
That will be the period of readjustment 
for world shipping and while the various 
countries which have suffered heavy 
tonnage losses in the war, are pulling 
themselves together again, those lines 
which have been able to maintain more 
or less their organization, as has the In- 
ternational Mercantile Marine, will 
naturally be the first and largest sharers 
in a lucrative ocean business. 

Ocean freight rates are not likely to 
touch the before-the-war level for at 


least two years after peace is declared. 
That is the belief of many traffic ex- 
perts. At the same time, ocean rates 
will likely not touch again the high levels 
reached at times during the war, once 
peace is declared, but the agreement 
seems general that the period following 
war will be one of the most prosperous 
in the history of shipping. 


Conclusion 


Shipping and shipbuilding companies 
alike will enjoy considerable prosperity, 
and the position of the American com- 
panies in the two related fields should 
show an improving tendency from year 
to year. So far as the building com- 
panies are concerned, the new naval 
program of the United States, the new 
shipping bill, and the wholesale destruc- 
tion of tonnage of belligerent and neu- 
tral nations alike, together with the 
scrapping of, obsolete tonnage called 
out by the war, there is not an industry 
in the country that should make greater 
progress and offer greater possibilities 
to investors than the shipbuilding in- 
dustry. 

The shipping companies on the other 
hand, are bound to play their part 
in the reconstruction abroad, must help 
carry the food, clothing and materials 
that will be in urgent demand by all 
European nations until such time that 
these nations are once again upon 
their feet and able to take care of their 
own domestic demands. All this will 
mean bigger and heavier sea traffic for 
a while than any that has ever been 
known. 








Special Permission 


A firm of shady brokers in Boise, Idaho, was prosecuted for swin- 
dling. In acquitting them, the court, with great severity, said: 
“There is not sufficient evidence to convict you, but if any one 


wishes to know my opinion of you I hope that they will refer to me. 


” 


In a day or so the firm’s advertisement appeared in the local 
papers with the following well displayed: 

“Reference, as to probity, by special permission, to the Judge of 
the District Court of this County.”—The Lamb. 








—— 
































Outlook for New Haven 


Troubles of This Famous Railroad and How They Can Best 
Be Adjusted—No Dividends in Sight for Years—Stock’s 
Decline and Its Present Position 





By A. U. ROSENTHAL 





SEW HAVEN again! Leak in- 
vestigations, peace notes, dip- 
lomatic breaks, follow each 
other in rapid and interesting 
succession; have their effect 
upon security prices and are 
promptly forgotten. But New Haven, 
the continuous performer periodically 
springs into the limelight. Periodically 








always forthcoming but reasons are a 
very inadequate balm for losses sus- 
tained. 

Readers of this periodical had ample 
warning. The outlook. for this road 
was clearly set forth in an article ap- 
pearing last July. The writer said in 
part: “According to the present figures 
the New Haven Company is only able to 


NEW YORK, NEW HAVEN & HARTFORD R.R. CO. 


1907 1906 1909 1910 81911 
rises (or rather falls) in protest against 
the mismanagement of its former offi- 
cials, periodically causes additional dis- 
tress to its still “sleeping” stockholders 
and incidentally teaches a few aspiring 
yg ta that nothing is necessarily 
that looks cheap. 
Vhen the market was recovering 


from the “verge of war” panic, fresh 


liquidation suddenly broke out in New 
Haven and the stock declined to the low- 
est level in its history. Reasons were 
promptly forthcoming. 


Reasons are 
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earn about 2 per cent. on its outstanding 
stock. Assuming that this rate will be 
earned for the next five years; which, 
after all, is rather unreasonable since it 
is highly improbable that the fixed 
charges can be kept down to such a low 
figure in view of the extensive contem- 
plated improvements, the price of the 
stock even around $60 per share seems 
altogether too high.’ It was further 
stated: “Although market conditions 
may cause the stock to advance slightly 
from its present levels, assets earning 
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power and the proximity of dividends 
(and to all appearances they seem very 
far away) will sooner or later bring 
about an adjustment of values, thereby 
forcing the stock to seek the level to 
which it belongs. This adjustment may 
not occur in a week, a month, or even 
several months, but every stock sells 
eventually for what it is worth and we 
see no reason why the stock of the New 
Haven company should prove an excep- 
tion. The stock has slowly declined 
without any substantial rally from 
around 89, which price it touched on the 
excited bulge in-1915 to its present price 
around 62. With only one slight up- 
turn from around 68 to 72, in February, 
1916, it has steadily sagged, noticeably 
under pressure, to around $62 per share 
where it stands at the present writing. 
Whether another upturn may occur now 
in view of the increased activity of the 
railroads would be difficult to determine, 
but unless present conditions are radi- 
cally altered in the near future, we do 
not expect much higher prices for the 
stock and are rather inclined to believe 
that a further decline may be reason- 
ably expected.” 

When the price for the stock was 
rapidly melting away last month, there 
were persistent rumors to the effect that 
a receivership was seriously being con- 
sidered. These rumors were emphati- 
cally denied, it being stated at the time 
that the company’s floating debt would 
be taken care of, that the bankers would 
renew the appromixately $45,000,000 
notes maturing the Ist of May, and that 
there was no trouble in sight. The 
question is therefore, what is the situa- 
tion in New Haven? Is the stock cheap 
at its present low levels if a receivership 
is avoided? 

Cause of the Trouble 

Reviewing the company’s past, we 
find that the originally conceived idea of 
building a great combined system in 
New England was an admirable pro- 
ject in itself. The drawing together of 
a large number of hurtfully competitive 
lines, thus eliminating slow and costly 
transportation, waste and a pending rail- 
road rate war, would, if properly con- 
summated, have eventually made the New 
Haven system one of the most profit- 


able in the country. Even though the 
courts later stepped in and declared the 
road a monopoly (as it already has) 
stockholders would not have suffered 
materially. Other “trusts” have been 
dissolved without detrimental effects. 
But the secret lies in the fact that the 
management pursued the famous or in- 
famous—according to the way you look 
at it—policy of paying exorbitant 
prices for these acquisitions, notably the 
purchase of the Boston & Maine. The 
loss on this investment alone, is esti- 
mated at $21,635,828 and the total esti- 
mated loss on New Haven’s outside in- 


vestments reach the enormous total of 
$137,224,207. 











TABLE I. 
NEW HAVEN’S “OUTSIDE” INVESTMENTS. 
Railroads Held Directly— Total 


ame. Book Value. 
Central New England Railway Co........ $3,197,594 
New York, Ontario & Western Ry. Co... 13,108,398 
N. Y., Westchester & Boston Ry. Co...... 13,894,841 
Railroads Held Indirectly (Through 
Boston R. R. Holdin ‘0. )— 
Boston & Maine Railroad Co............ 28,988,519 
Street Railways Held Directly— 
Berkshire Street Railway Co............. 9,881,156 
RE ST A ko Ed aes ccnnces 27,317,135 
N. Y. & Stamford Railway Co........... 1,415,395 
Westchester Street Railway Co.......... 1,302,427 
Street Railways and Steamship Lines 


Held Indirectly (Through the New 
England Navigation Co.)— 
ee Ce Gn Se dcandnnetecssse 


41,725,000 
The New England Steamship Co........ 12,1 


00,000 


The Hartford & N. Y. Transportation Co. 2,538,917 
New Bedford, Martha’s Vineyard & Nan- 
tucket Steamboat Co... .cccccccccccecce 141,700 
Other Properties Held Directly— 
The New England Navigation Co......... 56,926,550 
POE | Sin occ aaa gta diebewh coon 2,413,241 
Other Properties Held Indirectl 
(Through New England Nav. >< 
Housatonic Power Od.c.ccscccctcccecces 2,615,652 


i eS $217,566,525 








In April, 1914, the company agreed to 
dispose of certain competitive properties 
to avoid prosecution under the Sherman 
Law. The parent company has agreed 








TABLE II. 
NEW HAVEN’S COMPARATIVE INCOME 
ACCOUNT FROM INVESTMENTS. 
1916, 1915. 1914, 1913. 
Dividends 


on stocks. $1,746,569 $1,450,667 $2,542,005 $6,487,517 
Int.on bonds 941,765 179,118 273,243 241,344 


Int. from 
unf’d sec. 1,175,373 1,387,588 2,049,877 2,222,096 





Total income 
from invest.$3,863,707 $2,017,373 $5,365,125 $8,950,957 








to dispose of the Boston & Maine by 
January 1, 1918, the Connecticut and 
Rhode Island Trolley lines by January 
1, 1919, the New York State Trolley 
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lines by July 1, 1919, the Berkshire 
trolley lines at the same time and the 
Eastern Steamship Corporation by July 
1, 1917. There are many others de- 
cisions pending but the upshot of the 
whole situation is that sooner or later 
a large part of New Haven’s subsidiaries 
will have to be sold at a tremendous 
loss to the parent company. 


The Best Way Out 


Although the road may escape a re- 
ceivership at the present time, the fi- 
nances of the company are figuratively 
“sitting on a hot stove.” The road’s 
credit is so poor that the only means of 


(42)? For the year ending June 1916, 
a surplus of $4,315,757 or 2.75% on the 
outstanding stock was shown. Earnings 
for the Ist six months of the present 
fiscal year, however, are considerably 
in excess of the corresponding period 
last year, running at the estimated an- 
nual rate of 4.74%. The present im- 
proved showing is due directly to the 
increase in operating efficiency and the 
avoidance to a large extent of the de- 
plorable congestion of traffic experi- 
enced last year. 

But when it is taken into considera- 
tion that these are timies of abnormal 
prosperity for the railroads, the earn- 

















TABLE Ill 
NEW HAVEN’S MONTHLY EARNINGS FOR THE FIRST 5 MONTHS OF THE CURRENT 
FISCAL YEAR. 5 Mos. 
s Earnings on 
Gross Revenues Operating Income Capital Stock 
1916-17 1915-16 1916-17 1915-16 1916-17 1915-16 
IR: snetmenceoks $6,967,345 $6,247,659 $2,377,194 $2,194,260 2.32% 2.12% 
AMGOM 0. cccccccss 7,199,733 6,264,053 2,366,073 2,114,540 
September ....... 7,105,636 6,313,161 2,187,436 2,161,888 
October .........- 7,087,456 6,532,914 2,061,176 2,196,853 
November ....... 6,840,778 6,407,273 2,077,456 2,047,317 
ae $35,150,947 $31,765,062 $11,069,335 $10,714,859 








financing its obligations lies in short 
term notes. This condition is uncom- 
fortable, to say the least, for if the bank- 
ers at any time withdraw their support 
and refuse to renew these obligations, 
the road would in all probability be 
plunged into receivership. On May 1, 
1917, the company has $45,000,000 
short term notes maturing. They will 
be renewed it is stated, so that the im- 
mediate future it secure, but what ar- 
rangements will be made thereafter re- 
mains to be seen. Eventually something 
will have to be done and a readjustment 
of stock issues or even a friendly reor- 
ganization would seem to be the best 
way out of the difficulty. Under such a 
readjustment, New Haven could get rid 
of some of the back-breaking fixed 
charges and insure the company’s 
future. 
The Situation at Present 

The question is what is going to hap- 
pen mow and is it a good plan to hold 
or purchase the stock at its present level 


ings of this road are comparativel: 
poor. Nearly every other road in the 
Country is showing better earnings than 
New Haven, and many of the so called 
‘low priced” rails whose shares are 
selling for less than New Haven even 
now, are in a much better position. 
Under the circumstances, it will be 
a long time before shareholders can ex- 
pect dividends. Even though a fair 
margin over fixed charges was earned 
to allow a disbursement of 3% or 4% 
it certainly would be poor policy to start 
dividends. President Eliot has stated 
that at least twenty-five or thirty mil- 
lions of dollars would have to be ex- 
pended in the next five years over and 
above operating expenses, and fixed 
charges, for absolutely necessary im- 
provements. Part of the funds required 
will be taken from earnings and part 
from the proceeds of the sale of prop- 
erty and securities. Leaving the fact 
that large sums will be necessary for 
improvements out of consideration en- 
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tirely, the “loss on investments item” is 
all important. To wipe out this loss of 
about $137,000,000, the road would have 
to earn at the rate of 5% on the stock, 
or about $7,500,000 per year for 20 
years and put back every cent of it into 
the property. The remoteness of divi- 
dends, therefore, must be obvious. 


Position of the Stock 


Not much encouragement can be 
given stockholders in view of the many 
uncertainties in the situation. Taking 
the fundamental basis for arriving at 
the true value of a stock, namely assets, 
earning power and prospects for divi- 
dends, the stock even around its present 
low levels can by no means be regarded 
as cheap. ‘ 

When the prospects for this road are 
compared with those of Southern Rail- 
way Common, Rock Island, Common or 
even Missouri Pacific Common, the New 


Haven shows up to a decided disadvan- 
tage and it is not at all unlikely that the 
price of the latter’s stock will eventually 
establish itself at or even below the cur- 
rent quotations for these low priced is- 
sues. Furthermore, it is by no means 
an impossibility that a _ receivership 
or at least a readjustment of stock is- 
sues will be effected. The road may 
drag on for a few years, financing its 
obligations with short term notes, but 
experience teaches us that this procedure 
usually results unsatisfactorily. After all, 
would not a friendly reorganization be 
the best way out? If action of this kind 
is taken the road would be able to rid 
itself of burdensome guarantees and 
contracts, reduce the excessive fixed 
charges and most important of all, 
strengthen the road’s credit. Under 
any circumstances, receivership or not, 
the stock is not worth its present selling 
price. 








Growth of the 


Steel Industry 





1913 1914 1915 


MILLIONS OF TONS 
s 8 68 


S 


1902 |1903 | 1904 | 1905 |1906/| 1907 | | 


ao @ Ss 


= 


oo 
a 
< 
2 
- 
z 
2 
3 
Zz 
2 
o 
. 
ra 
i 


~ 


a @ 6&6 


MILLIONS OF TONS 
~ 


~ 


1916 





i9t2 1913 igt4 1915 1916 


1910} 191 | 1912 | 1913 | 1914] 1915} 1916 


U.S. STEEL EARNINGS 




















peisodes savy yorym satuedui0s mojaq 


‘sBuluses yons 


PeASt| 248 SBuidses O16] peisodeis jou saey YoIGM sotuedu0D 


*‘pesn soin3y SI6l« 














“UOpeZ UES 1094 20 OL “*  QS°I— 60°0 83°t  Op't— OF'9— IEE 0 Dee ee tien Sik Hea) 
“Spuspialp esjxe BBse yy 4 fS | «L2Z **** | OG'ZL CEL'HL «OE'EL BS°9T O6'9T IZZt 22 § “"*****(0S) “89M B ‘yoey “Pd 
*%$ Paoge o3ey8 “WOD pus “p3q “%S ‘pd Ausey «=4f8  6L OC" BBD 6B’ TL L6H O'S 0 O °°°°"°"mOO “T 35 pus ‘D “Dd 
‘painsse ayes “Aiq] =‘pood oyesy 486 Shi ‘*** S82'bl pB'OL ES'bl S67 ZeZI wsZI 29 6 rreceesceseccs Goepay pus "PG 
*“onsst 49038 MON ,6IT £6 ““** OTL SZe “48S £29 “8°9 I'9 e's g **rrrreeesess sua) FOX MON 
“sBuyuses Bq ynq sesuadxe pesessouy ,1'7f 6f ““** OSE f£0 S6OET SBS 9B O9°OT 0 O ‘crrrreseees oped 3ST “MM MF 
“Ayjenpes Bupaosdwy Ot vf vhO Chl 22S vI9 LEZ OO ZB'9 0 Mee RO pseoqees 
*2}0W9s “SAIP—2UOp oq 0} Suroueut; 89 OF sfc “Lvl STO 96% ShL S279 988 0 fe ahe *seeee"H BH 'N “A CN 
s9too—syey sduruseg 98 €2 8°99 %e2S 8S E22 ES O29 206 69 g crrrestesess (OG) AaeA Gstyey] 
*sadseqo soueuajuieW Aavefy 06 SL IL G6HS OS® cL 852 689 98°38 9°9  ieeea btmee eee on0 3 “Neg 
‘uaa siops0 jusuidmbe Big ‘sBuluses poor 26 6f FFL BZE ff°9 9S GIT tL 16 9 § ‘**M0o INeq IG B NA ‘oseo4) 
‘pauucyd “du jeoshyd suey 96 SIL GEIL 822 85°24 SS6 604 88 vt 6's Z ********0D 3SIMqON OBBHG) 
“‘soqoursg “Ue pue 2 3 ‘ad “3 ur Ayndy 86 Zit SOLE 428 S88 69 IL Ie'Ol vEB L's Z’9 £ otrrsessssse*pyd UsaqIJON 955) 
“9161 BBeuu0; yyS1015 Lava}, TOL ZOt “EOL 65°24 €6°2 698 £62 278 668 8°9 Y Beeteneeentiese reg 
“9161 SBuyuse® psos9y TOL oS OS'S SZb IE Erb 89 CE H9'r s‘s ge "rr rrteess (0S) eBruealAsuueg 
*sBujusee ul Ules penusuo) ZOL O1L EZ It 92°9 BOL SHIT Z6IL E671 BEI £9 GZ ceeeseccccsOUy] 380) WMuspy 
‘syuoueaosduit 103 juads sums 98107] 9°OT 01 O80 62°9 OL 209 ZTE OZ OL 91 6S Beeteeeierenre 
"hysadoid [woo uy syosse Bry Zit 06 QT'OI SI'h f0'% EFS IE CEE BES vy eter +ehsteds UT” 
ee a BIzXY OIL vel SOST B6°OI OLEL HIST SBB8ET I99T OI'6I 6 , Epeeegetere tonne. §, 
*FAMUIZAOD UBISSNY YIM “Fuse W4BIo1j—Ke} IEAM OIL ISt ES°Z4t “LZ IL E9'ST OSGI 296I BZ Zt OO'9T 9°9 , peabeetics 8 44>. ogPed hede®J 
"s18tq %Z ‘324 UO Sil v€ 2Ov Z6T 861 £0 SO ZIT 88°0 8's A rd ee: “py 2M “DS OBBIIT) 
“asusdxs pUE Sexe} UI Js¥dI9U[ GIl 2 86°01 O24 OS% S86 g62 986 6671 $9 DG reer eee eee . SPtd Tseqnog 
‘D ‘D ‘I 4q pamoye sajes s9}0q U2t Ol OFT BI'6 G62 7298 618 O86 668 6S ee ee ay. ee ee 
“%1 “Alp ae dee 23nH Of £20 ve'Zt L428 898 LOL 886 £68 6L£1T S's L£ °*e vee * 0D UI91SOM, BF WOjON 
“paaosduar Ajjeoishyd peoy lot 1 462 OOF S62 89% SIO we LIZ 0 O crrcssccs soe “OR Ai) leener 
*%L 2aoge sieys “Wod pus “Pid T'St BOT ZE°9t 98° SSL 29H LV IL 98S GOT #9 £ °°°moo "RS ‘S Bd 3S “UU 
‘oury yweod ty 4q “U0 ZSt €2t BEG $29 226 HOTT E6'ST OT SELT 9S h crereecen 2S GUN F Mase] 
“MOA Ul SsouIsNq 193;9q 6ST Ob L8°9 OF'I— 69T 666 IB II'9 OLY 0 | Biseteiists A sno] IS 
“@seolou! Ue sBuyuses jo sewysy S'9l 16 82ST 92'S Lh6 ZB8°9T Evel SB'ZI ITI 9°9 9 °*°*** "09 “Sid FG “2°q 
“aBeuu0} [eo 330s Aavayy Z6t £$ SGOT S2’b Zh Sz7S O89 90°S ZO°OT £ Be ee ae ee 
‘poo s3uruses—paaosdurt pd peoy Lee £9 OSST 942 LOB G6LIT “Zl ZIIL 65°6 0 eee ‘Aa UsaqINeS 
‘sB18, onuyuos sBuyuiey =86%OH SS ZE'SZ 789 Lib G6S6L HOLE HOLZ CLE 22 og “core * "ped YT “OS Opesojoy 
VPI ood OT6T SIGT IGT E161 ZIG6T II6T O16 PG WEY 
‘ssoquios §9=‘\~juase1g— ~_— —~ wesig ‘Aid 3 1 
-qns Ajseoh 30 satiinbut [je s9msue Ajpejs ay BO sed a1eYS 19g peuley ssejjog UO PPA We80Ig peol] vy 
4¢ 39281] WWIUNSOAUT,, IMSUOD pue A[jnjoI"d SajoU “ISL ISB] puaepiraig 
Te pees pinoys SYASVHOUNd ONIGNALNI s8Uuseg 


“SBuluses B[qereae 38932] YIM peredusod MO] St sd11d $31 Ssnedeq 91qe} SITY} UT [Jam dn pues somewos Aew 
yoo3s 300d y ‘junoure se [jam se ‘q}M013 pue AjTIGeIS 0} MOIA B YIM ‘pourUTexe Al[Njose> 9q pPnoys Usa se srBeh SAISS9DONS 10} SBulUIeEy “A“INO 
21q"3 O43 UT UOTsOd S31 Aq peSpnf aq youULD yOO}S B JO SNfeA SY “IIGUNTeA SOU 4903S 943 JOpUss B10;9194} PUB sJePjoyyxI0}s 943 jo AyMbe 94} esee1DUI 

jo dxa Aseurpio wio1 a[qeysinSunjsip s9Acs0qm@ ‘uaAIS sBuruses ut pepnyour 


£ys0d0id 943 JO SjusweAosduy uy pejseAu! SZuyuIes soUTS ‘ 


ase $3U9UII9}}0q PUB sUOTPPY 





*U2AIS YDOJS UO *3UID J9d 943 0} [e 


nb svak 243 40} LIDIAAC © S93eOIpUL Mojeq sosnBy o10j2q (—) UBS snupw 241——Z LON 


SsUIUIBg dAI}BIBdUuIO) SUIMOYS 10}BdIPUy UlBsieEg 























(678) 

















Railroad and Industrial Digest 





Note.—The Railroad and Industrial Digest, Notes on Public Utilities, Oil Notes and Mining 


Digest, contain condensations of the latest news regarding the 


ies mentioned. The items 


are not to be considered official unless so stated. Neither THE MAGAZINE OF WALL STREET 
nor the authorities for the various items guarantee them, but they are selected with the utmost 
care, and only from sources which we have every reason to believe are accurate and trustworthy. 
Market commitments shoulc not be made without further corroboration.—Editer. 





RAILROADS 





Adams Express.—Reports to Interstate 
Commerce Commission for October total 
operating revenue of $3,227,373, an increase 
of $602,633 over corresponding period of 
1915, and operating income of $183,746, a de- 
crease of $172,651. Total operating revenue 
from July 1 to October 30 was $12,152,471, 
an increase of $2,264,406, and operating in- 
come for the period was $748,722, a decrease 
of $317,024. 


Ann Arbor.—Report for the third week 
of January shows an increase of gross earn- 
ings of $4,832. Since July 1 last the increase 
over the preceding year has been $169,422. 


Atchison, Topeka & Santa Fe Ry. Co.— 
President Ripley has announced a wage 
bonus for the employees, which will ap- 
proximately amount to $2,750,000 and will 
affect all employees receiving less than $2,- 
500 a year and not working under contract of 
10% of their pay. The president states: “The 
same factors which have produced this pros- 
perity have made _ substantial increases, 
which, it is hoped, will be temporary in the 
cost of living,” 


Atlantic Coast Line R. R.—Gross earnings 
for December last show an increase over 
1915 (December) of over $500,000. The net 
after taxes was $5,159,240, compared with 
$3,595,442 for 1915’s last six months. 


Baltimore & Ohio.—Net operating revenue 
for December showed an increase of $238,- 
000 and the total for the six months of 1916 
ending in December amounted to $18,361,612, 
which was a net increase of $159,711. 


Boston & Maine R. R.—For the year 
ended December 31 the company reports a 
surplus after charges equal to 11.64% on the 
common stock after preferred dividend re- 
eo ae This compares with $1,779,000 
In ‘ 


Buffalo, Rochester & Pittsburgh.—Operat- 
ing revenue from July 1, 1916, to December 
31, 1916, amounted to $6,768,748, or a gain 
Ea $800,000 over the same period in 

5. 


_ Canadian Pacific R. R—Report of earn- 
ings for the last six months of 1916 amount- 
ed in the gross to $76,717,065, which was 
the largest since 1913, The net for these 
six menths, amounting to $30,874,766, com- 
pares with 29,624,187 in 1915 and is the larg- 
est total for net during the last four years. 


Chicago Great Western.—Announcement 
of the gross for this road from July 1, 1916, 


to the last week in January of this year was 
$9,601,550, or an increase over the preceding 
period of $1,154,149. 


Chicago, Rock Island & Pacific.—Reor- 
ganization plan for the Chicago; Rock Island 
& Pacific Ry. Co. has been declared opera- 
tive. Holders of the certificates of deposit 
have been called for the assessment. The 
first installment of $10 is payable at the 
Bankers’ Trust Co. on March 3 next, the 
second installment is payable April 3 and 
the third installment of $20 is payable June 
14. Failure to make the several payments 
may render the stock liable to forfeiture. 


Colorado & Southern.—Reports from Fuly 
1 to December 31 as follows: Operatin 
revenue during 1916, $9,065,022, and in 1918 
this amount was $8,303,555, Net operating 
revenue for 1916, $3,789,549, and during 1915 
the corresponding figures were $3,134,308. 
The operating income for 1916, last six 
ents, was $3,416,890, against $2,783,475 in 


Delaware, Lackawanna & Western R. R.— 
Reported to the Interstate Commerce Com- 
mission for December a total of operating 
revenue of $4,296,219, an increase of $74,021 
over the same month last year and a net 
operating revenue of $1,241,893, which was 
a decrease of $361,242 compared with 1915. 
An additional item of $170,382 for taxes, al- 
most $100,000 more than in 1915, added to 
the decrease in net. 


Erie R. R.—A petition has been received 
by the Public Service Commission of Albany 
from the Erie R. R. for consent of the 
issuance of a first and refunding mortgage 
for $500,000,000. 

Illinois Central R. R.—Will pay its 125 
cash dividend to stockholders of record on 
March 1. The net revenue for the last six 
months of 1916 was $9,511,386, an increase 
of $2,604,152. 

Louisville & Nashville—This railroad, 
like all the other railroads throughout the 
South, benefitted from increased business 
during 1916. From July 1 to the last week in 
January the comparative increase over the 
previous year amounted to $4,984,503. 


Minneapolis & St. Louis R. R.—The gross 
earnings of this road have increased $273,- 
710 for the last six months of 1916, and the 
operating expenses have increased $303,470, 
which gives the road a net decrease for 
this period of $29,760. However, the mis- 
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cellaneous charges and credits to income 
were $70,000 less than in the same period in 
1915, which gave their statement a net gain 
of a little over $40,000. 


New Haven.—Stock has recently been 
selling at a new low record, but it has been 
unofficially announced that all obligations 
of the road falling due within a short pe- 
riod have been cared for. Both the short 
term notes of the railroad and those of the 
New England Navigation Co. are in process 
of being cared for, according to the reports 
received from the officials of the company. 


New Orleans, Mobile & Chicago R. R. Co. 
—Those who hold certificates of deposit 
under the bondholders’ protective agree- 
ment may now receive the stock and scrip 
of the Gulf, Mobile & Northern R. R. Co., 
which is due them under the plan of March 
24, 1915. These voting trust certificates of 
the Gulf, M. & N. R. R. will be ready for 
delivery on February 21. 


New York Central.—It has been officially 
stated that any part of the $25,000,000 new 
stock recently offered to the stockholders 
which may not be subscribed for will be 
turned back to the treasury of the company. 
Suit has been brought in the Ohio courts to 
prevent the sale of this stock, and the out- 
come has not been announced. For this 
reason the rights did not expire on February 
5 and the time for making payment 
was extended to February 16. If there 
should be a further delay the time will again 
be extended. It was impossible to withdraw 
the offering because the warrants had been 
sent out and acted as a lien against the 
company. 

Pennsylvania R. R.—Pennsylvania reached 
its highest record in 1916, Both gross and 
new earnings were the largest for any single 
year in the history of the road. The gross 
revenues for all lines, $441,010,417, was an 
increase of $69,261,973, or 18.6% over 1915. 
The net earnings were 23.7% over the 1915 
figures, and the surplus income was equal 
to 10.01 on about half a million of common 
stock, which compares very favorably with 
8.09% earned in 1915 and 6.83% in 1914. The 
month of December, however, showed a 
marked falling off for 1916 and showed a 
decrease of over $1,700,000, as compared 
with December, 1915. The Pennsylvania is 
building 225 new locomotives, 92 passenger 
cars and 2,100 freight cars to handle the ex- 
pected business and to replete old stock. 
The building requirements will amount to 
about 46,000 tons of steel. 


Rutland R. R.—Earnings for eleven 
months to December 1 last were about 8% 
on the preferred stock. Dividends have 
only been paid, 1905-1907, at the rate of 
11%4%, and since that time no dividends have 
been paid. The New York Central and New 
Haven, which together control 51% of the 
stock, have advocated a policy which has 


turned nearly $1,558,000 of income back into 
the property, and there is some prospect of 
a dissolution of the stockholders’ protec- 
tive committee. 


Southern Pacific—Notice has been re- 
ceived that the company contemplates build- 
ing 2,000 box cars, 250 stock cars and 500 
flat cars in its own shop. 


Southern Railway.—Earnings of this road 
have increased substantially for the last fis- 
cal year. The gross amounted to $39,933,769 
for 1916, as compared with $34,973,882 for 
the preceding year. 


Texas & Pacific—The receivers of this 
railroad intend to spend about $3,000,000 on 
improvements. These improvements will 
be in the nature of new rolling stock of all 
kinds and the reballasting of about 100 
miles of track, 


Union Pacific R, R. Co.—The fiscal year 
has been changed to agree with the calendar 
year on account of the necessity of uniform 
reports to the Interstate Commission. The 
earnings for 1916 have been announced as 
follows: panins revenue, $114,412,607, an 
crease of $22,460.36, and operating income 
$45,056,671, also an increase of $11,896.36. 
The company has declared an extra dividend 
of % of 1% on the common stock, The 
regular semi-annual dividend of 2% on both 
the common and preferred has also been 
declared. 


Virginian Railway.—Stockholders have 
voted to increase both the common and 
preferred stock, the common four million 
and the preferred six million dollars. The 
preferred stock may be withdrawn after a 
period of three years at $105 per share. The 
additional stock is both for improvements 
and new equipment. 


Wabash Pittsburgh Terminal.—Report for 
the last six months of 1916 was as iiewe: 
Operating revenue, $1,033,910, an increase 
of $190,370, and operating expenses, $628,479, 
an increase of $138,749. 


Wabash Railway Co.—Shows a net in- 
crease for the twelve months ending De- 
cember 31, 1916, of $5,535,759. The total 
net revenue amounted to $12,846,687, and 
this included an increase in the operating ex- 
penses over the preceding year of $1,498,027. 


Western Maryland.—Notice has been 
served by this company on the Public Ser- 
vice Commission of Maryland that they de- 
sire to spend about $4,500,000 for new equip- 
ment of all kinds. These contemplated pur- 
chases will be financed by the recent $6,- 
000,000 note issue. For the first week in 
February the company reports earnings of 
$207,083, an increase of $7,015 over the same 
period in 1915. Earnings since July 1 amount 
to $7,670,768, an increase of $1,171,810 over 


last year. 
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Allis-Chalmers Co.—Annual report shows 
a balance after charges and preferred divi- 
dends equal to 834% on the common stock, 
as against 234% the previous year. Unfilled 
orders at the close of December were the 
largest on record, over $13,000,000. When 
this is compared with unfilled orders of 
about $7,600,000 at the end of July, 1915, 
the growth of business is apparent. 


American Brass.—Earned last year almost 
$11,000,000 net, which was an increase of 
nearly $5,000,000 over the preceding year 
and amounted to $72.65 a share earned on 
the 150,000 shares. After all dividends haa 
been paid there remained a surplus of 
$7,241,669. 


American Can Co.—Earnings for 1916 
were the largest in the history of the com- 
pany, amounting to $11,091,408.29, as com- 
pared with $6,533,806.42 in 1915. The bal- 
ance carried to surplus after deductions for 
depreciation, fixed charges and dividends 
was $5,076,650.63, as compared with $2,142,- 
942.08 in 1915. The volume of business in 
usual lines exceeded all previous records. 
In the export department no profits have as 
yet been shown under the contracts men- 
tioned in last year’s report, but difficulties 
causing delays have been overcome. Under 
readjustments of contracts made in 1916, ex- 
tensions of time of delivery were made 
without penalty, and liberal additional ad- 
vance payments were received. Shipments 
in large volume began some months ago and 
are proceeding regularly. No rejections of 
importance have occurred. Present foreign 
contracts should be completed in the near 
future. The management is confident that 
substantial net profits will be realized from 
this business. 


American Forei Securities.— Directors 
have declared a dividend of 5% from the 
earnings for the past six months ending 
February 1, 1917, 


American Ice.—Profits equal to 5% on the 
outstanding $15,000,000 . preferred were 
shown last year. The first dividend on these 
new preferred shares will possibly be paid 
in April, The net in the first two months 
of the fiscal year increased more than 


_American Locomotive—During the last 
six months of 1916 this company earned 
11% on its common stock. S. L. Shoon- 
maker, chairman of the Board of Directors, 
stated that all the profits of the company 
from January 1, 1917 to June 30, 1917, would 
be available for dividends on the common 
stock. It is eres unofficially that very 
little of this 11% earned on the common 
accrued from munition profits. There is a 
large cost for installation of the machinery 
‘or munition production and the matter of 
taxes, both United States and Canadian 
equalled about 7% on the common stock. 


American Steel Foundries.—Has enjoyed 
an unusual period of prosperity. Deficits 
have been the regular reports in the past, 
but for the year 1916 the net earnings were 
$4,842,237, against $517,325, and a surplus 
was established amounting to $3,418,057, as 
against a $313,434 deficit in the year pre- 
vious, 

American Woolen.—As a precautionary 
step has withdrawn all its lines of goods 
for fall delivery. This decision has been 
construed as a move to clear the way for 
probable large clothing orders from the 
United States in the event of war. 


Cambria Steel.—Is to have an outlet with- 
in the year for its recently purchased acre- 
age of coal, as the Pennsylvania R. R. Co. 
plans to construct a six-mile road from Del- 
mont to Saltsburg, Pa., at a cost of about 
$700,000. 


Colorado Fuel & Iron.—Reports for the 
quarter ended December 31, 1916, gross 
earnings of $9,157,817 as compared with 
gross earnings in 1915 of $5,800,093, an in- 
crease of $3,357,724. Net earnings $1,186,- 
359 as compared with $896,351 for the cor- 
responding period last year, an increase of 


’ 


Driggs-Seabury.—Earned 7.86% on the 
$8,835,500 common stock during 1916, Net 
profits amounted to $3,149,436 after $5,998,- 
313 had been deducted covering cost of 
sales, selling and general expense. After 
both dividends on the common and preferred 
had been paid there was left for profit and 
loss surplus $294,069. 


Federal Motor Truck. — Stockholders 
voted February 13 on recommendation of 
directors that authorized capital stock be 
increased from $500,000 to $2,000,000 and 
that a 100% dividend in stock be issued to 
the shareholders, the remaining $1,000,000 of 
new stock, par value $10, to be retained in 
the treasury for such future use as may 
seem advisable 


General Chemical.—Surplus for 1916 was 
a little over $800,000 more than in 1915. 
A larger amount than usual was charged 
out for plant and investment account, while 
the total and net profits as to insurance 
and reserve was double that of 1915. The 
1916 amount was about $11,000,000, and that 
for 1915 about $5,200,000. 


Great Atlantic & Pacific Tea—Sales for 
11 months ended January 27, 1917, amounted 
to $66,622,066, an increase of $26,708,445 over 
corresponding period of 1915. 


Hartman Cor oration.—Reported net 
profits fer 1916 of $1,802,032, an increase of 
$447,257 over 1915. Net earnings were equal 
to 15% on the capital stock. 


International Paper.—Is in the process of 
a readjustment of its securities. There is 
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offered to present preferred holders 744% 
of the face value of their holdings in cash, 
14% in 6% cumulative preferred stock and 
12% in common stock. Holders of the 
present preferred stock are asked to deposit 
their holdings with the Bankers’ Trust 
Co, not later than March 1 next. The de- 
posited stock will be in charge of a com- 
mittee, who are authorized to create a new 
first and refunding 5% mortgage, which is- 
sue shall not be more than $20,000,000. Un- 
paid dividends on the present preferred 
stock amounts to 334%. 


K Springfield Tire.—Report for the full 
year shows gross profits of $3,464,000, com- 
pared with $2,880; in 1915. The net in- 
come equals 389/10% on the common stock 
after deducting $215,598 on the preferred 
stock, compared with 29.67% on the com- 
mon in 191 


Lackwanna Steel—Unofficial estimates 
point to earnings for yenuery equal to about 
3 a share ont - stock. Company has suf- 

red from freight congestion and lack of 
adequate shipping facilities, and if it could 
have obtained jts full quota of such facili- 
ties its earnings would have been larger. 


Lee Rubber & Tire.—Directors passed 
the usual quarterly dividend due, to be de- 
clared payable in March. Although there 
is still a surplus an official announcement 
stated that the management wished to re- 
serve this for the development of its 
business. 


Montgomery, Ward & Co.—For the year 

ao December 31, 1916, showed net profits 

200,791, an increase of $1,728,133 over 

91 . Gross sales were $62,044,338 com- 

pared with $49,308,587. The earnings were 

equal to $14 a share on 300,000 shares of 
common stock. 


Poole eering & Machine.—Has re- 
ceived a $1,000,000 rush order from the 
United States Government for gun carriages 
for heavy coast defense coast guns. 


Republic Iron & Steel Co.—Reports for 
the year ended December 31 last net earn- 
ings of $18,683,009 compared with $7,086,907 
in 1915 an dnet income of $15,647,899 against 
$4,385,722. The balance available for the 
common stock, after the 18% dividends paid 
on the preferred, was equal to more than 
37% of the total junior issue outstanding. 
The report shows total quick assets of more 
than $19,700,000, or approximately $70 a 
share on the par value of its common stock. 


Total property values are shown to be over 
$74,000,000, of which amount in excess of 
$30,000,000 represents new _ construction. 
Cash on hand is in excess of $9,500,000, 
after anticipating sinking fund requirements 
for two years in advance. Additions to the 
surplus account for the past two years have 
added more than $65 a share to the in- 
trinsic value of the common stock. 


Sears, Roebuck—Report for the year 
ended December 31, 1916, showed a balance 
after preferred dividends of $15,924,434, equal 
to 26.54% on the $60,000,000 common stock, 
as compared with 17.56% earned on the same 
stock in 1915. The distribution of a 25% 
stock dividend has been recommended for 
payment to stockholders of record March 
15, while the directors have decided to in- 
crease the present dividend rate of 8% per 
annum, beginning May 1 A remarkable 
feature of the 1916 report was that it showed 
that the ratio of net from each dollar’s 
business increased despite the fact that mer- 
chandise of every description has generally 
advanced to high prices. 


Semet-Solvay Co.—It was announced 
February 1, 1917, that this company had de- 
clared a regular dividend of 2% and an extra 
of 3%, payable February 20 to stock of rec- 
ord February 5. In addition to the regular 
dividend a special dividend of 20% was de- 
clared, payable April 16 to stock of record 
March 1, 1917. 


Smart-Woods, Ltd.—Earned for the year 
ended December 31, 1916, a net manufactur- 
ing profit of $516, 190 against $397,659 the 
previous year. After preferred dividends 
there was a balance equal to 16.6% earned 
on the common stock. 


The S. S. Kresge Co., chain stores, re- 
ports for last year gross sales of $26,396,544, 
an increase of 26.04% over 1915, and net 
profits of $2,129,348, an increase of 64.65%. 
After allowing for the 7% dividend on the 
$2,000,000 of preferred stock, the balance 
available for the common was equal to 
19.89% on the $10,000,000 outstanding, com- 
pared with 11.53% the previous year. 


Woolworth, F. W.—It is unofficially stated 
that the earnings of this company were 
larger than usual for the first month of 
1917. The 1916 official report showed gross 
to have increased from $75,995,774 in 1915 
to $87,089,271 in 1916. After payment of 
preferred dividends there was a balance of 
15.57 on the common stock, against 13.18 
earned on the same amount in 1915. 
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Railroad and Industrial Inquiries 





Atchison Pfd. 

R. S. W., Somerville, N. J—Atchison Pfd. 
is one of the highest grade railroad preferred 
stocks available. If you are holding it for 
safety and income only, you are perfectly war- 
ranted in doing so with a feeling of entire 
security as far as your principal and interest 
are concerned. 





Wabash 


L, R. G., New York City—Wabash Pfd. 
“A” is now on a 4% per annum basis and 
earnings are running at the rate of about 


814% per annum as compared with 6.29%. 


shown last year. There is good reason to 
suppose that if the present prosperity of 
the road continues, the dividend rate will 
be raised te 5% in the not distant future. 
However, present earnings must be con- 
sidered somewhat abnormal and it must 
also be borne in mind that the rising costs of 
material and labor, etc., are now cutting into 
net profits of practically all the railroads. 

The reason that Wabash is selling on such 
a high yield basis is not only because of 
the belief that the margin of safety over 
the dividends is now larger than it is likely 
to be for some time in the future, but also 
because the reorganized road has not yet had 
a chance to establish its earning power. 

We are disposed to regard the stock as sell- 
ing at a very reasonable price and we think 
if anyone wants to take a certain amount of 
risk, that the stock offers attractive enough 
speculative possibilities to warrant a purchase 
— at this time, provided a stop order is 
used, 





International Agriculutral 

F. P. A. Buffalo, N. Y.—International 
Agricultural is now benefiting from large 
shipments of acid on its contracts with the 
Tennessee Copper Co. For the year ending 
June 30, 1916, earnings were equal to $19.80 
on the preferred stock and $5 on the common 
stock, after allowing 7% preferred dividends. 
In 1915, however, there was a deficit on the 
preferred; a very small margin in 1914, and a 
deficit in 1913 when dividends were sus- 
pended. The accumulated dividends now 
amount to 26%%. In view of the improving 
position of the Tennessee Copper Co. enabling 
it to increase its output, it is possible that the 
International Agricultural Corporation’s earn- 
ings will continue to show improvement. 
cent official statements indicate that the com- 
pany is not contemplating any dividend pay- 
ments in the near future, as it is desired to 
further strengthen the financial position of the 
company. 

The stock offers very fair speculative possi- 
bilities for the long pull. Bonds of this com- 
pany are in a much strengthened position, 
owing to the larger earnings and the conserva- 
tive policy of the company, and they may now 
be regarded as being on a very safe basis as 
to principal and interest. 


Re-. 


Colorado & Southern 


W. H. M., Lusburg, Fla —Colorado & South- 
ern Ist Pfd. is now earning at the rate 
of about 29.45% per annum, based on the re- 
sult of five months of the current fiscal year. 
A dividend of 2% was declared on September 
22 out of surplus and it was stated at that 
time that this dividend would be continued 
semi-annually, if earnings warranted it. In 
view of the very favorable showing, there 
should be little doubt of a continuation of the 
rate semi-annually which would give the stock 
its 4% per annum dividend to which it is en- 
titled. 

The stock appears to have fairly attractive 
possibilities and we believe that you would be 
reasonably safe in holding it for two or three 
years. However, as the issue is a 4% non- 
cumulative stock, its possibilities are limited. 

The industrial: unheaval in Colorado, be- 
ginning in 1913, hit the earnings of this com- 
pany hard and caused the suspension of divi- 
dends altogether in 1915. In 1914, only 2% 
was paid. Previous to that the regular 4% 
per annum rate was maintained. The stock 
sold as high as 86 in 1909 and its high levels 
from that time to 1914 ranged between that 
price and 62. The stock never sold much be- 
low 60 from 1909 to 1913. In 1914, the stock 
went down to 37%. 


Maxwell Motor 

G. H. W., Houston, Pa—Maxwell Motor 
is selling at its comparatively low price for 
various reasons. All that you say about the 
financial position of the company, etc., is true, 
but the market is taking into consideration the 
possibilities of the future. It is recognized 
that the Maxwell Motor earnings have prob- 
ably reached their high point, and from now 
on will show a decline. Competition, rising 
costs of material and labor, etc., are the big 
factors now. Moreover, holders of the first 
preferred stock have not altogether approved 
of the company’s policy in paying out such 
large dividends on the common stock, and be- 
lieve that if this is continued, it will impair the 
position of the preferred issues. 

Maxwell Ist Pfd. is a semi-speculative stock 
which, if held for the long pull, should ulti- 
mately prove profitable. If you are a holder 
and are willing to assume a certain amount 
of risk, we think that you would do well to 
keep your stock, but we would not suggest a 
purchase of it at the moment, especially in 
view of the generally uncertain market condi- 
tions. 





Chevrolet Motors 


M. W. S.—Chevrolet Motors is very heavily 
capitalized. The company is now showing 
large profits, but it is a question as to what its 
position will be in the next period of de- 
pression or when the effect of rising material 
avd labor costs and competition in the auto- 
mobile industry becomes more marked. This 
company is manufacturing a car to campete 
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with the Ford car, which of itself is a very 
difficult proposition. It is expanding in a way 
that we think will hardly be justified by future 
developments. We are given to understand 
through reliable trade sources that the assets 
of the company represent a very small propor- 
tion of the equities suggested in a capitaliza- 
tion of $20,000,000, the original issued capital 
of the company. The stock has already had 
a drastic decline, as you doubtless know. 





American Woolen 


R. K., N. Y. C—American Woolen is sell- 
ing on its present high yield basis simply be- 
cause there is no certainty as to the mainten- 
ance of its present dividend rate. The past 
record of American Woolen is a poor one. 
The company’s abnormal profits now are due 
almost entirely to conditions brought about 
by the war. ith the close of the war, it is 
very likely unless protective tariff measures 
are put into effect, that foreign competition 
will again prove a serious factor for the com- 
pany to reckon with. 


Seaboard Air Line 


S. R. Kingston, N. Y.—Stockholders of 
the Seaboard Air Line Railway of Novem- 
ber 15, 1915, approved of a plan for the 
consolidation of the company and its sub- 
sidiaries into an enlarged system, simplify- 
ing the former financial structure of the 
company. The terms of the merger pro- 
vided for the issue of $2,280,000 par value 
6% preferted stock, $25,000,000 par value of 
4-2% preferred stock and $40,000,000 par 
value of common stock in exchange for out- 
standing stock and bonds of the consolidat- 
ing companies. The old Seaboard Air Line 





Railway Pfd. stock, of which you are a 
holder, is exchangeable into the new 42% 
pid. All but a small amount of this stock 
has already been exchanged, there being 
outstanding $23,894,100 of the new stock. 
This stock is entitled to 4% non-cumulative 
dividends in any year and is entitled to 2% 
additional in any year after 4% has been 
paid on the common stock. It is convertible 
at the option of the holder until July, 1921, 
either into two-thirds of a share of 6% pfd. 
stock and one-third of a share of common 
=< or into an equal amount of 5% pfd. 
stock. 





Westinghouse 


R. D., Boston, Mass.—Westinghouse Elec- 
tric is earning big money now, due to the 
abnormal conditions brought about by the 
war, but a stoppage af this business will 
bring marked decreases in the company’s 
earnings, and it is not uhlikely that the com- 
pany may not be able to maintain the 7% 
dividend in the next period of depression. 
President Tripp announced at the time the 
new stock was offered: “Net profits for the 
seven months ended October 31, 1916, were 
$7,651,000. During the early months of this 
period large amounts were written off for 
depreciation for special tools and other 
facilities required in connection with con- 
tracts for the making of shells. These items 
have now been all absorbed so that the com- 
pany’s net income from all sources after de- 
ducting interest charges is now averaging 
over $1,600,000 per month. A continuance 
of this rate will close the fiscal year ending 
March 31, 1917, with a profit of over $15,- 
000,000, equal to 25% on the entire share 
capital of the company now outstanding.” 











SUGGESTIONS IN REGARD TO INQUIRIES 
The very heavy volume of inquiries which this publication is now receiving 








makes it necessary to ask our subscribers to co-operate with us in order that we 
may maintain and improve the high quality of service which the Investors’ Per- 
sonal Service Department renders to our readers. We therefore suggest that: 

(1) Not more than two or three inquiries be asked at one time. Occa- 
sionally a subscriber sends in a long list of securities asking for an opinion on 
each. The careful manner in which the Investors’ Personal Service Depart- 
ment handles its inquiries makes it impossible to give such inquiries the im- 
mediate attention necessary, without slighting other inquirers. ' 

(2) Write all inquiries on separate sheets of paper, which should bear the 
writer’s name and address. 

(3) Enclose stamps or stamped and addressed envelope. 

The above suggestions are drawn up for the benefit and protection of our 
readers and those inquiries which conn with them will receive first atten- 
tion. 

When a reader wishes a special investigation or a special analysis of a se- 
curity or a subject we will be pleased to submit an estimate of the special 
charge for such work. 


— NN 
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How to Read a Balance Sheet 


Some Points of Interest to the Investor Brought Out by an 
Analysis of an Erie Balance Sheet 





By RICHARD HOADLEY TINGLEY 





HE full and complete _ repro- 
duction of a _ balance _ sheet 
of most of the large corpora- 

tions, especially those that are the 
result of combination and merger 
growth, would be too lengthy and ex- 
tended for display in the ordinary 
stock or bond circular or in the 
manuals. To be fully understood, each 
of the items covered in the general 
statement must be analyzed and ex- 
tended. 

There often rise cases where there is 


demand for full information; where . 


something more than a skeleton out- 
line seems needed. In such instances 
recourse must be had to the fountain 
head of information; to the reports 
such as are often, and quite usually, 
submitted to stockholders by the presi- 
dent at annual meetings. Such reports 
are easily obtainable and are printed 
for general circulation. They usually 
carry practically all of the information 
one ought to have, particularly if the 
corporation is of a public service 
character where the bookkeeping and 
reporting requirements of regulatory 
bodies are quite strict. 

In the balance sheets submitted, 
even in the reports to stockholders of 
industrial and other non-utilities com- 
panies, there is not always that frank- 
ness of expression to be found, nor that 
willingness to disclose details, that is 
in evidence in the reports of utilities 
companies. 

Nevertheless, to a prospective pur- 
chaser of any certain securities who 
finds the published circular and manual 
information unsatisfying, it is recom- 
mended that he seek the more explicit 
and detailed information that reports 
to stockholders contain. and, failing 
satisfaction here, to probe deeper be- 
fore fully making up his mind regard- 
ing investing. 

A prospective investor should ex- 


amine the security he has in mind from 
all angles; he should take into con- 
sideration its market value for a period 
of years and if undue bulges or depres- 
sions occur he should endeavor to learn 
the reason. If he finds the stock he 
contemplates buying has been paying, 
say 6 per cent. dividends and has been 
earning, say four or six times this 
amount, he should try to find out what 
is being done with the excess ; whether 
it is being turned back into the com- 
pany in improvements or betterments ; 
whether it is allowed to accrue in the 
form of dividend paying investments ; 
whether it (or some of it) is set aside 
to take care of depreciation and 
obsolescence of certain parts of the 
plant or property, or whether it is be- 
ing absorbed (duly or unduly) by the 
officers of the company in salaries. The 
study of a really detailed balance sheet, 
when taken in connection with accom- 
panying financial and earnings state- 
ments, will satisfy many of these 
points, if intelligently gone about. 


An Erie Balance Sheet as Illustration 


For purposes of illustration only, the 
balance sheet of the Erie Railroad is 
here reproduced as Exhibit A. This is 
an exact copy from the published re- 
port of the president to the stockhold- 
ers of the condition of the property as 
of December 31st., 1915 (the latest re- 
port). This particular illustration is 
taken because it represents a type of 
intelligent exhibit, from a study of 
which a prospective purchaser of any 
of the securities this railroad has to 
offer (and it has many) may learn much 
of interest. 


Assets and Liabilities Contrasted 

The first feature that attracts atten- 
tion in the Erie balance sheet is the fact 
that practically three-fifths of the en- 
tire assets shown are contained in the 
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first item; “Investment in Road and 
Equipment.” This item too, is the mest 
difficult to prove or disprove or to 
“check up” if one were inclined to do 
so. The Erie operates 2,257 miles of 
line, most of which it owns in fee but 
some of which it controls, either 
through ownership of all or a majority 
of capital stock, by lease or trackage 
rights, and in this item belongs the cost 
of everything pertaining to the physi- 
cal part of this mileage; its road-bed, 
rails, ties, rights-of-way, terminals, 
stations, station grounds, bridges, cul- 
verts, locomotives, marine equipment, 
passenger and freight cars, etc., in fact, 
every physical thing that a railroad 
must have in order to fulfill its mission 
as a common carrier. Who is there 


stantially correct. It is necessary to 
repose confidence somewhere, some- 
times, and at this point confidence 
seems necessary. 

The balance of the assets coming 
under the heading of “Investments” are 
more easily accounted for as they refer 
to items that can readily be found in 
the companies’ books, indeed they are 
quite fully explained in the text of the’ 
president’s report. The total amount 
carried on the balance sheet under the 
general heading of “Investments,” in- 
cluding improvements on leased prop- 
erty, sinking fund, stocks, bonds, nates 
of affiliated and other companies, as 
well as the item of “Investment in Road 
and Equipment” previously referred to, 
amounts to $457,508,102.47. Contrast 








EXHIBIT “B” 
HOW ERIE’S CORPORATE SURPLUS IS FIGURED 


Item 1. 
Item 2. Excess of “Deferred Assets” 


Total excess of Assets..........ccccecccees 
Item 4. Excess of “Current Liabilities” over “Current Assets” 


Excess of “Investments” over outstanding stock, bond and note obligations $35,672,350.43 
over “Deferred Liabilities” 
Item 3. Excess of “Unadjusted Debits” over “Unadjusted Credits” 


84,046.53 
18,495,381.66 
$54,251,778.62 
Mnctrtnantents 7 


Item 5. yo a of Assets over Liabilities eee by the “Corporate Sur- 


plus” 


the Balance Sheet............++- 








who will say from the stand-point of 
an outsider that the aggregate of these 
items is or is not properly represented 
by the sum contained in the balance 
sheet—$309,329,228? One would be 
bold indeed to contradict or even criti- 
cise this figure without months of “in- 
ventory” study, and then, the results 
would, no doubt, prove most unsatis- 
factory to him. The Federal Govern- 
ment is undertaking to check up such 
figures with its so called valuation 
work, not only of the Erie, but of all 
the roads in the United States ; 250,000 
miles of them. The Erie, however, has 
not yet been reached by the govern- 
ment valuers, and, in the meantime, the 
prospective investor who is looking 
into any of the “Eries” had best take 
it for granted that the sum reported to 
cover “Investment in Road and Equip- 
ment” by president Underwood is sub- 


with this the corresponding total out- 
standing obligations as they appear on 
the liabilities side of the sheet in the 
form of stocks, bonds, notes, etc. in 
the amount of $421,835,752.04, and it 
will be found that these assets exceed 
the liabilities by $35,672,350.43, thus 
accounting for a large amount of the 
“Corporate Surplus” shown. 

In like manner, contrasting “Current 
Assets” with “Current Liabilities,” a 
difference in favor of the liabilities side 
of the sheet amounting to $2,986,656.17 
will be discovered. 

Still, in like manner, contrasting “De- 
ferred Assets” with “Deferred Liabili- 
ties” and a difference in favor of the 
assets side of $84,046.53 developes. 

Still further, when “Unadjusted Deb- 
its” are contrasted with “Unadjusted 
Credits,” the assets side is found to be 
$18,495,381.66 in excess of the liabilities. 














688 THE MAGAZINE 


OF WALL STREET 





Finding the Corporate Surplus 


Tabulating the foregoing the result is 
shown in Exhibit “B.” 


Corporate Surplus 


The Corporate Surplus represents 
the “meat” of the balance sheet and dis- 
closes the fact that the property is in 
a healthy condition. The amount, when 
contrasted with the figure carried to 
this surplus in the previous year also 
shows further advancement in the right 
direction. 


Corporate Surplus, 1915........ $51,265,122.45 
Corporate Surplus, 1914........ 44,312,610.66 
Increase in Surplus........... $6,952,511.79 


Study of Revenues and Expenses 


Having completed the study of the 
balance sheet, and, with a mass of real 
information as to the physical and fi- 
nancial condition of the property in 
mind, the investor is then ready to turn 
his attention to the report of revenues 
and expenses also treated of in detail in 
the annual report to the stockholders, 
and from this to the market quotations 
on the particular Erie security in which 
he is interested. Whether this be the 
common stock, the first or second pre- 
ferred, equipment notes, mortgage 
bonds, collateral trust bonds, collateral 
gold notes or other obligations, the in- 
vestor will then be in position to pass 


intelligent judgment, and will be acting 
in the light of all the facts. 

It is doubtful, however, if he will dis- 
céver anything that will lead a to be- 
lieve that the Erie is yet ready to de- 
clare any dividend on its $112,378,900 
of common stock. 


The Moral 

The object of this article and of 
others of a like character that have ap- 
peared from time to time in this Maga- 
zine, and of others too, that are yet to 
appear, is to promote a closer study of 
the corporate affairs and details of the 
company whose securities the investor 
is contemplating purchasing. Invest- 
ors often lose sight of the necessity for, 
and advantage of such study, and rely 
too much on second hand information 
furnished often by interested parties. 
Many brokerage houses pride them- 
selves, and rightly, on the high class of 
the goods they offer to their customers 
and their reputation for recommending 
only such securities as are worthy of 
recommendation. If, however, a man 
were buying a horse, or a house, or an 
automobile, he would look with great 
care into all the factors that govern 
and would know something, from his 
own knowledge, of what he was buy- 
ing. Why not use the same diligence 
and care in the selection of invest- 
ments ? 
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An Appreciative Subscriber 


Gentlemen: 


Please accept my thanks for your reply to my queries on 


Tennessee Copper. 


It is refreshing to receive a definite opinion, such as you have 
given. As you probably know, a great many financial bureaus, in 
reply to inquiries, give an answer which practically amounts to say- 
ing that if a stock doesn’t stand still or go down, it is liable to go 


up, etc. 


I realize that no man can absolutely foretell just what any 
stock will do, but what I wanted was a definite opinion as to your 
ideas; this I have received, and am sincerely thankful for it. 

Very truly yours, 





























Investment Offerings 











[Under this caption we will publish from time to time a list of what we regard as con- 


servative investment offerings by firms of unquestioned reliability. 


These securities will be 


of the type that should interest investors who ~ safety of principal as the primary con- 


sideration in making their commitments.— Editor 





BALTIMORE AND OHIO R. R., Convertible 
Gold 44%% bonds, due March 1, 1933, secured 
subject to prior liens on practically the entire 
railroad lines, terminals, etc. Legal for Savings 
Banks, New York, Massachusetts and Connecti- 
cut. Present yield, 4.80%. Offered by A. B. 
Leach & Co., 62 Cedar Street, New York City. 


CHICAGO, MILWAUKEE AND ST. PAUL, 
General and Refunding Mortgage 444% bonds, 
due 2014, amounting to $25,000,000. Offered by 
Kuhn, Loeb & Co., N. Y. City, at 96%, to yield 
about 4.65%. 


CHICAGO, MILWAUKEE AND ST. PAUL, 
General & Refunding 4%s, Series A. Maturing 
January 1, 2014. Offered by Kuhn, Loeb & Co. 
and National City Co.. New York City, at 96% 
and interest, to yield about 4.68%. Under this 
mortgage there are outstanding $18,089,000 
Series A 4%s and $29,141,300 Series B. 


EDISON ELECTRIC ILLUMINATING CO. 
BOSTON, Five Year 5% Gold Notes, maturing 
February 1, 1922. Offered, subject to sale, 
$2,000,000 by Parkinson & Burr, 7 Wall Street, 
New York City, and Old Colony Trust Co., 
Boston, at a price to net 4.50%. 


HAYTIAN AMERICAN CORPORATION, 
7% Cumulative Convertible Preferred Stock, at 
a price of 100 and accrued interest. The pre- 
ferred shares will be accompanied by 25% in 
ordinary common shares, and 50% in Found- 
ers’ shares. Capitalization, $6,000,000. (Par 
value $100, callable at 110), issued $5,500,000. 
Reserved for future corporate purposes, $500,- 
000. Ordinary stock (without par value), 60,000 
shares (2,500 shares held in treasury), founders’ 
stock (without par value) 60,000 shares. Of- 


fered by P. W. Chapman & Co. 53 William 
Street, New York — & Lawrence Turnure & 
Co., 64 Wall Street, New York City; Ervin & 
Co., 501 Trinity Building, New York City, and 
Hartshorne & Battelle, 23 Broad Street, New 
York City. 


INDIAHOMA REFINING CO., First Mort- 
gage and Collateral Trust Ten-Year 6% Sinking 
Fund Gold Bonds, dated February 1, 1917, due 
February 1, 1927. Redeemable as a whole or 
in part on any interest date at 105 and interest. 
Coupon Bonds in denominations of $1,000, reg- 
istrable as to principle. Offered by Robert 
Garrett & Sons, Baltimore, Md. at a price of 
98 and interest, to yield 6.25% or over. 


PACIFIC GAS AND ELECTRIC CO., Gen- 
eral and Refunding Mortgage 5% Gold Bonds, 
dated December 1, 1911, and due January 1, 
1942. Callable for sinking fund at 105 and 
accrued interest until 1937, and thereafter at 
par. They are a general mortgage on all prop- 
erty owned or hereafter acquired with the pro- 
ceeds of the bonds. Offered by Harris, Forbes 
Co., 56 William Street, New York City. 


STATE OF CALIFORNIA, 4% Gold Bonds, 
due July 2, 1989. Optional, January 1, 1955. 
Price, 106% and interest, yielding about 3.70%. 
Offered by R. M. Grant, 31 Nassau Street, New 
York City. 


TEXAS ELECTRIC RAILWAY, Cumulative 
% First Preferred Stock. Redeemable at the 
option of the company on any dividend date 
after January 1, 1922, at 107 and accrued divi- 
dends. Offered at 98 and accrued dividends by 
Babcock, Rushton, & Co. 7 Wall Street, New 
York City. 








Good in Speculation 


“The difference between legitimate and illegitimate speculation lies neither 
in the form nor the subject matter of the transaction, but the intent and purpose 


of the operator. 


Those who merely take chances on the fluctuation of prices 


are engaged in gambling, and their activities are not useful to society. On the 
other hand, those who anticipate the needs of the market and make use of their 
power to assume risks by making contracts to meet these needs are performing 
absolutely essential functions for society.”—Professor Crook. 
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Bond Inquiries 





ae 


Chinese & Japanese Bonds 


H. H. C., Jersey City, N. oo 
Chinese Government Hu-Kuang Railwa 

Sinking Fund 5s are a direct obligation of the 
Imperial Chinese Government and secured by 
a first charge (together with a second series, 
when issued) upon the revenues of several 
provinces. The net revenues of the railways 
constructed with the proceeds of this issue 
are to be applied each year to the services of 
this loan, and any surplus, up to the amount 
required to pay the following year’s install- 
ments of interest, is to be set aside; and the 
Imperial Chinese Government covenants that 
the railways shall not be mortgaged nor their 
receipts given as security to any other party 
so long as this loan is unredeemed. The bonds 
are somewhat speculative, but seem to be rea- 
sonably secure as to principal and interest. 





City of Tokio 


F. P. B., Chicago, Ill—City of Tokio 5s 
are secured by a first charge upon the annual 
net revenues of the electric tramways and 
electric lighting undertakings and also se- 
cured by a general charge upon all the other 
revenues of the city, ranking on a par with 
the sterling loan of £1,500,000 issued in 1906, 
except as regards a special charge of £99,480 
4s. 2d. per annum constituted in favor of that 
loan and secured upon certain of these 
revenues. The proceeds of the loan were ap- 
plied to the purchase of the electric tramways 
and electric lighting undertakings acquired 
from the Tokio Railway Co., Ltd., and for the 
extension of these works. These bonds seem 
to be fairly well secured and are reasonably 


safe. 


Remington Arms 


L. R. B., Georgetown, S. C-—The Reming- 
ton Arms Co.’s position is improving accord- 
ing to the most reliable information which 
we can get. Bankers had an audit of the 
books made along in September or October 
and that resulted in disclosing a fairly satis- 
factory condition. As a result, the bankers de- 
cided to make the company whatever loans 
were necessary. The funds which the com- 
pany needs are being furnished as regular 
ank loans without any public offering.. There 
has been no announcement of the amount. 

In December a Managing Committee was 
appointed by the company, consisting of Sam- 
uel F. Pryor, G. M. P. Murphy, James H. 
Perkins and W. E. S. Griswold. Mr. Pryor, 
who was president was made chairman of the 
managing committee, and Henry S. Kimball, 
formerly president of the American Zinc, 
Lead & Smelting Co.,,was elected president. 
C. S. Hawley, formerly president of the La- 
conia Car Co., was elected treasurer. 

There would appear to be reason for the 
note holders to be fairly well satisfied with 
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the improvement in the situation to date and 
we think that you would do well to keep your 
notes. 





Interborough Metropolitan 


R. L. F., New York City.—Interborough 
Metropolitan 4%s have declined largely 
in sympathy with the decline in other local 
traction issues, and also because the earnings 
of this company have been falling off. The 
company suffered from the affects of the 
strike last fall, and has not recovered as yet. 
The factor of safety for the interest on these 
bonds is not very high, and they are, therefore, 
bound to fluctuate with changes in earnings 
The security is good, however, and we do not 
feel that investors should appprehend an) 
serious impairment of the position of the 
bonds, and although some speculative risk is 
assumed in holding them, it is not a good 
idea to sell out in the present weak market. 





Trust Bonds 


D. V. P., Brooklyn, N. Y.—It is practically 
impossible for you to distribute a trust fund 
so as to net 5%. We can, however, recom- 
mend the following: 

Baltimore & Ohio Refundings 5s, due 1995, 
approximate price 100, to yield about 5%. 

Chicago, Burlington & Quincy General Mort- 
gage 4s, due 1958, approximate price 9434; ap 
proximate yield, 4.30%, 

New York Central Ist 3%s, approximate 
price, 85; approximate yield, 4.15%. 

It is not a good idea, of course, to put all 
of your funds in one issue because you want 
to distribute the risk. 

For a “trust” investment it is necessary in 
New York State to select bonds which are 
legal for savings banks. The above meet with 
the requirements. 


Hudson & Manhattan Ry. 


M. C., Elmhurst, L. —Hudson & Manhat- 
tan Railway Co., First Lien Refunding Mort- 
gage, Series “A” 5s, are a direct obligation 
of the company and secured by a mortgage on 
its entire property, subject only to $944,000, 
Hudson & Manhattan Railway Ist 4%s, 1957, 
to $5,000,000, New York & Jersey R. R. Ist 
5s, of 1932, to $824,000, various equipment 
issues on equipment of the company and to 
real estate mortgages, aggregating $1,115,500, 
against certain portions of the company’s prop- 
erty. These bonds also cover rolling stock of 
the company subject to various equipment 
obligations. These bonds are subject to a 
comparatively small amount of prior liens and 
cover a property which has cost considerably 
in excess of the issues. However, the bonds 
are only entitled to a fair rating and earnings 
show only a fair margin over interest charges 
They are reasonably safe as to principal and 
interest. 

















PUBLIC UTILITIES 








The Public Utility Holding Co. 


Its Advantages to Subsidiary Corporations and to the In- 
vesting Public—Vital Statistics on Some Important 
Companies in This Class 





By ALBERT H. BICKMORE 


HE important part played by hold- 
T ing companieés in the public util- 
ity industry can best be appreci- 
ated from the fact that about $6,000,- 
000,000 securities of public utility com- 
panies in the United States of a total 
of $7,500,000,000 outstanding are is- 
sued through holding company sys- 
tems. It is desirable, therefore, to con- 
sider the merits of these holding com- 
panies and to ascertain the reasons for 
their existence. 

Generally speaking, a holding com- 
pany is a corporation which has been 
organized for the purpose of investing 
in the securities of other corporations. 
In a more specific sense, it is a cor- 
poration organized for the purpose of 
acquiring and owning a legal or prac- 
tical control of other corporations en- 
gaged in a particular line of business. 
Public utility holding companies might 
be defined as corporations which con- 
trol by stock ownership, lease or other 
arrangement, companies doing an elec- 
tric light and power, gas or traction 
business. 

That so large a part of this class of 
business is organized in this manner 
is an evidence of the distinct advan- 
tages in assembling small operating 
companies into large helding compan- 
ies. There are great advantages both 
to the corporations and to the public. 





Advantages to Corporations 


Most prominent among the advan- 
tages to the corporations are efficiency 
of operation, economy and ease of 
financing. 

(1) Efficiency of Operation. 

Several factors go to secure the in- 





creased efficiency of these large hold- 
ing companies. The primary cause is, 
naturally, the directors themselves 
who are the ablest men in the business. 
The broad general policies, determined 
by these men, are the result of expert 
knowledge, superior administrative 
ability and sound judgment. 

Not only are the directors men of 
special ability, but those superintend- 
ing the general details of operation, 
having worked up in the competitive 
school, possess abilities which com- 
mand larger salaries than are obtain- 
able in the smaller independent compa- 
nies. The benefits of such supervision 
are thus distributed among a large 
number of properties at a compara- 
tively small expense. 

On the working staff of holding 
companies are expert engineers who 
are constantly in intimate touch with 
the engineering problems of all the 
properties. At need, the companies are 
also in a position to retain the services 
of independent engineers. Prompt and 
superior engineering advice is, there- 
fore, always available. Such service is 
impracticable, in most cases, in the in- 
dependently owned properties. 

Another fact, not to be underrated, 
is the maintenance of alert and com- 
petent legal supervision. Not only do 
holding companies have legal depart- 
ments, which keep a trained eye on all 
companies, but they also retain the ser- 
vices of law firms best informed on the 
legal problems of public utility compa- 
nies. Expert legal advice of this 
character is frequently of paramount 


importance, and oftentimes too ex- . 


pensive for a small company. 
Far more exactly than in independ- 
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ent companies, systematized and ex- 
pert accounting is used. Departmental 
operating costs are closely figured and 
these costs are not only carefully 
analyzed, but are compared in a large 
number of properties, and such in- 
formation made available for the man- 
ager of local properties with a view to 
improvement. This expert accounting 
is of inestimable value in many ways, 
and such inter-company comparison is 
entirely impossible except through the 
holding company or some centraliza- 
tion system. 

Over-centralization, however, is 
avoided by inter-company operating 
competition. Public service is a regu- 
lated monopoly, and there are not, 
therefore, the inherent competitive 
motives which exist in other industries. 
Holding companies control many com- 


supplies are sold on a sliding scale 
price, depending upon the amount pur- 
chased. Holding companies are able 
to buy very large quantities under con- 
tract, and thus effect a saving for the 
smaller properties. The savings thus 
made in daily operation are in the 
aggregate very large. 

Economies in the purchase of con- 
struction materials are equally impor- 
tant. Nearly all material used on con- 
struction work can be bought much 
cheaper in large quantities. This is 
particularly true if a departure from 
the standard type of construction is 
made, and if a number of such articles 
can be ordered for the different plants 
at the same time. The officers of the 
holding companies are always in touch 
with all markets and are able to take 
advantage of cheap prices in any com- 

















ESSENTIAL STATISTICS OF TWELVE IMPORTANT PUBLIC UTILITY HOLDING COS. 


Bonded Pref.Stock Com. Stock oe 
Name of Deitiniee Debt Outstanding Outstanding 

American Gas & Electric.............. $6,282,000 $4,400,100 $3,788,500 1%4% 246% 
American Power & Light............. 5,320,700 3,563,200 8,205,400 6 4 
NS SE I, oc crecnatesnes< . .sa6ees 6,000,000 6,000,000 6 8 
Federal Light & Traction............ 6,647,500 2,500,000 4,750,000 ..... pina 
American Light & Traction..........  —«- ++. 14,236,200 16,928,900 6 10 
CN TUNED SaBdcccccccccccccceccecs 19,000,000 32,437,997 17,481,422 6 3 
United Gas Improvement Co.......... = «++ ++ ~  * aes *10 
United Rys. Invest. Co.............+-. 17,874,000 16,000,000 20,400,000 ..... 
United Gas & Electric Corp........... 8,461,000 20,943,500 12,249,120 3 
American Public Utilities Co......... 690,000 3,914,000 2,995,000 6 
United Light & Railways............. 7,212,000 9,815,800 6,899,782 1% 1 
Middlewest Utilities Co.............. 7,082,000 10,032,100 9,050,300 6 


* Capital Stock. 








panies operating under similar condi- 
tions. The managers of these proper- 
ties are advised of operating results of 
all the properties and are given the 
assistance of all the departments of the 
parent company, thus resulting in im- 
proved production. Superior operat- 
ing efficiency on the part of the local 
manager results in his advancement to 
the managership of larger properties, 
eventually to the home office, and per- 
haps, finally to supreme direction. 

(2) Economy of Operation. 

In addition to the increased efficiency 
of operation referred to above, we may 
- cite economies. These are economies 
in the purchase of the ordinary sup- 
plies required in daily operation. Most 








modity or article and buy in advance 
of rising prices. 

As was seen in examining: the effi- 
ciency of large holding companies, the 
best obtainable accounting, legal and 
engineering advice is furnished any 
company in the system at a cost which 
would be prohibitive in the case of an 
independent company. The direct 
savings thus made are considerable, 
and the indirect savings, as the result 
of such expert advice, are very large. 


(3) Ease of Financial Operation. 


The financial advantages of holding 
companies are important. It is esti- 
mated that over $500,000,000 annuall) 
is needed for extensions, improvements 
and additions in the gas, electric light 
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and power business alone. It would 
be impossible to procure even a small 
fraction of this sum through small 
issues of securities on independent local 
properties. Holding companies, by the 
creation of large issues of securities 
based upon securities of subsidiary 
companies either by ownership or 
specific pledge, or by the stamp which 
their control of subsidiary companies 
gives the securities of these companies, 
can accomplish beneficial results. 
They give to this class of securities 


trative system. And it should be obvi- 
ous from the considerations mentioned, 
that public service is greatly improved 
through the operation of these cen- 
tralized organizations. 


(1) Better Service. 


The securities of public utility com- 
panies are for the most part issued 
under the direction of Public Service 
commissions, which also regulate the 
rates for service rendered the public. 
While these commissions see that in- 
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a broad, national and even international 
market. Hundreds of millions of pub- 
lic utility securities have been pur- 
chased abroad largely by reason of the 
currency of market afforded large 
issues. 

They distribute the risk among a 
large number of properties in different 
parts of the country. Should a par- 
ticular property be affected by acci- 
dent, legal entanglement or other con- 
tingency, the integrity of the security 
as a whole is not materially injured be- 
cause the part of the property affected 
is proportionately small. 

The holding company is enabled to 
obtain a large working cash capital or 
possess potential cash capital in avail- 
able credit. Improvement and exten- 
sions to any property can be planned 
and executed through the holding com- 
pany in a manner impossible for the 
independent operating company. 


Advantages to the Public 


Service to the public is the vital and 
final test of any operating or adminis- 


vested capital receives fair treatment, 
they also demand good service. It is 
inevitable that efficiency of operation 
should be reflected in better service. 
All the advantages to the corporations 
making for increased efficiency result 
in improved service to the public. The 
leaders who direct these large organi- 
zations, are men of broad vision, who 
clearly understand that superior ser- 
vice to the public redounds directly to 
the benefit of the organization or cor- 
poration. The superintending, engi- 
neering, legal and accounting staffs are 
all imbued with this conviction and 
their acts are based on the knowledge 
that good service to the public is also 
good service to their employers. 
(2) Cheaper Service. 

The economies in operation, made 
possible by these holding companies re- 
sult directly in cheaper service to the 
public. Not only do Public Service 
Commissions require good service to 
the public, but they also insist that this 
service be furnished at fair rates. The 
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economies of operation are bound to be 
seen, in part at least, in cheaper rates 
to the public. 

(3) Broader Service. 


The command of the best brains 
available to these large organizations 
makes for the broadest use of the ser- 
vice. Every need of the community or 
communities served is thoroughly con- 
sidered and every aid is extended for 
industrial development, for home bet- 
terment, economy and improvement, 
and for the enjoyment of life by reason 
of increased public service facilities. 
Few, indeed, realize how much indebt- 
ed they are to these progressive or- 
ganizations for the growing industrial 
activities of the cities in which they 
live, for the increased cleanliness and 
ease of their home life, and for the en- 
joyment of their leisure hours. 

(4) Service to Village and Country. 

Extension of gas, electric light, 
power and traction service to village 
and rural communities would be impos- 
sible were it not for these large or- 
ganizations. Small, independent com- 


panies could neither be operated profit- 
ably nor financed. It is only by tapping 
the great transmission systems or con- 
necting with the large traction lines 
that the dweller in the village or on the 
farm, may enjoy the same privileges as 
his city cousin. The country is being 
gridironed with these public utility 
lines and vast benefit is extended there- 
by to those living in the country. 


(5) Security of Investment. 


The advantages to the public would 
not be complete were mention not 
made of the increased stability and 
soundness of those billions of public 
utility securities held by the investing 
public. 

All the gains to the  corpora- 
tion in efficiency, economy and ready 
financing, all the benefits to the public 
in quality, expense, breadth and exten- 
sion of service, made possible by these 
centralized organizations, unify, stabil- 
ize and strengthen that great class of 
investments which form so large a part 
of the assets of banks, estates and in- 
dividuals throughout the land. 








James J. Hill’s Rules of Business Success 


“There is no substitute for hard work.” 


“I find it pays to be where the money is being spent.” 


He never permitted a dividend to be passed. The stock of his company 


was as good as its bonds. 


“We consider ourselves and the people along our line as co-partners in the 
prosperity of the country we both occupy; their adversity will be quickly fol- 


lowed by ours.” 


“I would not vote for any one as director who did not once.a year examine 
the property and its affairs so that his opinion would be of some value in its 


councils.” 


He would accept no salary. The profit on his investment in the property, 
he said, was sufficient compensation for his services.—James J. Hill according to 


J. G. Pyle in World's Work. 
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Public Utility Notes 





American Light & Traction—Gross in- 
come for 1916 was $5,859,938, against $5,- 
178,387, and net available for stock $5,648,- 
027, against $5,021,763, equivalent to 25.66%, 
as compared with 24.62% in 1915. The in- 
creases in earnings, due to increased busi- 
ness, were to some extent, neutralized by 
constantly increasing Federal taxes. In 
1912 such taxes actually paid amounted to 
$3,005, while in 1916 they totaled $79,693. 
Similar taxes of all constituent companies 
increased proportionately and Federal taxes 
will be still larger in 1917, according to the 
report to stockholders. 


American Power & Light—It is unoffi- 
cially reported that the dividend will be in- 
creased from 4%, Earnings are showing 
good increases and net revenues are holding 
up especially well in comparison with other 
utilities. 

Adirondack Electric Power Co.—Plans to 
absorb several neighboring properties which 
operate developed water powers of 29,600 
horse power. Management plans new issues 
of about $6,500,000 bonds and $4,500,000 
preferred stock. Only one-half of the par 
value of the common shares will he retained 
by present shareholders, and the rest will 
be utilized as part payment for properties 
acquired. For 1917 combined surplus earn- 
ings of $604,000 have been estimated. 


Bell Telephone Co. of Pennsylvania— 
Reports to Interstate Commerce Commis- 
sion for 12 months ending December: Op- 
erating income of $3,186,314, an increase of 
$11,002. 


Blackstone Valley Gas & Electric.—Gross 
earnings for 1916 were $1,744,928, an_in- 
crease of $229,734, and net amount to $705,- 
604, an increase of $89,391. 


Brooklyn Rapid Transit—January in- 
come showed a gain of about $5,700 a day, 
or a total of $177,000 for the month, compar- 
ing with an increase of $138,000 in Decem- 
ber, and an average monthly increase for 
the six months to December 31, 1916, of 
$139,000. Rumors of a reduction of the 
dividend at the next meeting have been de- 
nied. 


Central District Telephone.—Reports to 
Interstate Commerce Commission for 12 
months ending December operating income 
of $1,962,165, an increase of $260,216 


Central & South American Telegraph Co. 
—Has declared a stock dividend of 46% to 
be issued April 1, and to carry the right to 
all dividends declared subsequent to the 
usual April dividend. 


Chicago Telephone.—For year ending De- 
cember 31, 1916, showed a surplus after 
charges of $3,414,586, equivalent to 11.38% 
on $38,000,000 capital stock, against 11.71% 
earned on $27,000,000 capitalization in 1915. 


Columbus Railway, Light & Power.—Re- 
ported for 12 months to December 31, 1916, 
net after taxes of $1,432,275, against $1,- 
266,738 in 1915 and surplus after charges and 
preferred dividends of $629,994, against 
$505,334 in 1915. 


Detroit United.—Reports for year ended 
December 31, 1916, net income after charges, 
but before depreciation, of $2,880,792, an 
increase of $920,030, or 46.9% over 1915, and 
equal to 23% earned on the capital stock, 
against 15.6% earned in the previous year. 
Stockholders approved the recommendation 
of directors at the annual meeting to in- 
crease the authorized capital stock from 
$12,500,000 to $25,000,000, the proceeds from 
sale of new stock to be used in providing 
funds for improvement, betterments and 
future extensions of lines. 


Electric Bond & Share.—Board of Direc- 
tors will be increased from 15 to 16 at the 
a meeting of the company, February 


Interborough Rapid Transit—December 
traffic was heavier than ever before in the 
history of the company. Total passengers 
carried were 69,703,030, an increase of 8,- 
177,069 over December, 1915, and of 3,267,861 
over November, 1916. 


New York State Railways.—Was denied 
its petition for a lower rate by the New 
York Second District Public Service Com- 
mission. The rate of the company between 
Utica and Ilion, N. Y., is 1,23c. a mile lower 
than any other comparable rate in the State. 


People’s Gas, Light & Coke.—Plans 
to construct the largest gas plant in the 
world consuming 1,500,000 tons of coal an- 
nually, pending the granting by the Chicago 
City Council of a heat unit standard of qual- 
ity of gas, instead of the present candle 
power lighting unit of measurement. The 
company plans to convey the coal from 
mines in Pennsylvania and West Virginia 
by its own fleet of lake steamers, to build 
which it will spend $5,000,000. 


Philadelphia Electric—New first mort- 
gage gold bonds can be redeemed for 105 
for the 4% bonds and 110 for the 5% bonds 
on October 1, 1921, or any interest date 
thereafter. It is estimated that the sinking 
fund will retire approximately $30,000,000 
of the bonds at maturity. Estimated net 
earnings of the company for the year 1916 
applicable to interest charges of $1,750,033 
on the $35,335,000 bonds will amount to 
about 2% times the interest requirements, 
ies to a statement by President Mc- 

all. 

Portland Railway, Light & Power.—Re- 
ports for 12 months ending December 31 
net after taxes of $2,444,856, against $2,437,- 
717, and —o after charges of 598, 
against $229,361. 
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Public Utility Inquiries 





Pacific Gas & Electric 


. S. Fresno, Cal._—Pacific Gas & Electric 
is a holding company operating properties 
which serve, directly or indirectly, 243 cities 
and towns in Central California, having a 
combined population of 1,681,894, with gas 
and electricity for heating, lighting and 
power purposes, as well as with street rail- 
way facilities and water for power, irriga- 
tion and domestic purposes. Among the im- 
portant places served are San Francisco, 
Sacramento, Oakland, Fresno, Berkeley, 
Stockton, Alameda, San Jose, Santa Rosa, 
Santa Cruz, Vallejo and Chico. In the re- 
cent past the company has shown excellent 
earnings for the common stock, with the 
exception of 1913 and 1914, when the gen- 
eral depression and jitney competition were 
largely responsible for a decline in earnings. 
The 1915 earnings were swelled by Exposi- 
tion business and consequently the earnings 
for last year will show somewhat of a fall- 
ing off, but if the additional business of 
1915 is not counted, the showing is very 
favorable. The common stock shows a good 
yield on the basis of its present selling 
price of around 65 and since the’ dividend 
of 5% per annum seems secured by a very 
good margin, it would appear that the stock 
should sell higher, as it becomes more sea- 
soned. A purchase at the moment, however, 
is inadvisable, owing to the uncertainties in 
the foreign situation. 





Consolidated Gas of Baltimore 

L. C. K., Portland, Me.—Consolidated Gas, 
Electric Light & Power of Baltimore is in 
a very strong position and the stock has 
attractive possibilities for the long pull. At 
a price of around 120, the yield on the pres- 
ent dividend basis of 7% per annum is about 
5.8%. This yield compares very favorably 
with that of other utility stocks which are 
not entitled to any higher rank when one 
considers the past record of this company. 
Consolidated Gas of New York, for instance, 
pays the same rate and, at its present price 
of around 125, yields about 5.6%. Consoli- 
dated Gas of New York paid 6% from 1911 
until 1915, in the latter part of which year 
the rate was increased to 134% quarterly. 

The earnings and dividend record of the 
Baltimore company for the last six years 
ended June 30 follow: 


Year Earnings Dividends 
1911 8 76 i 

‘ 4% 
SOE kitwaetcaceces 13,12 5 
SUED kre auweindt uke 15.27 Y% 
Se ae 11.43 
I ee 11.56 7 
SOE ncphicenecanee 13.89 7 


The above record discloses the conserva- 
tive policy which the company has pursued 
in regard to dividend payments and indi- 


cates that increased payments would be 
justified. This fiscal year has shown a con- 
siderable improvement over last year. The 
company is now confronted with the factors 
of increased labor and material costs, as are 
practically all the utility companies. This 
is bound to have an effect on earnings, but 
is being offset to a large extent by increases 
in business in all directions. 





New York State Railways 

D. W., Scranton, Pa.—New York State 
Railways earned net after overhead charges, 
in the last fiscal year, of $3,103,271 against 
$2,777,405 in 1915. After the payment of 
securities guaranteed, there remained a bal- 
ance for the common stock of $1,193,717, 
which was $246,264 more than actually re- 
quired for dividends. 





Peoples Gas, Light & Coke 


L. F. R., Chicago, I1l—Peoples Gas, Light 
& Coke Co. reduced the dividend rate from 
8% to 6% per annum on April 13 last. It 
paid 8% in 1914 and 1915, although the 
margin earned over that rate in those two years 
was very slim. 

The company has been handicapped by 
political attacks, and has been tangled up 
in a great deal of litigation. In 1911 a city 
ordinance put the price of gas for five years 
as follows: 75c, the first year, .70c, the next 
two and 68c. the last two. The company 
actually charged 80c., by the court’s sanc- 
tion, but the city of Chicago filed a suit to 
recover $10,000,000 of the company’s funds 
representing the difference between the ordi- 
nance rate and the rate charged by the com- 
pany. The settlement of this suit is still 
pending. The company has made a counter- 
proposal to the city’s proposition as to a 
schedule of rates for the ensuing five years. . 
The city’s proposition was for a 55c. a thou- 
sand cubic feet rate per day, which the com- 
pany rejected and offered instead to con- 
sider a 65c. rate with a monthly service 
charge of 25c. The company also expressed 
its willingness to raise its profit-sharing 
offer from 15% to the consumers and 85% 
to the company to a division of 33%% profit 
to the consumers, 334% to the stockholders 
of the company and the remaining 334% 
to go to amortization. 

The company did not show for its past 
fiscal year as large earnings as were shown 
in 1915, due to increased operating costs. 
This increase has resulted largely from the 
higher cost of oil used extensively in the 
manufacturing of gas. 

While the stock at its present price shows 
a good yield and there is no reason for 
apprehending a reduction of the dividend in 
the near future, at least, we do not recom- 
mend purchases in face of the uncertainties 
in the situation, 
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Stiver-lts War Rise 


An Interview with Edward Brush, Vice-President American 
Smelting and Refining Co.—Causes of the Boom in the 
White Metal—Outlook for Silver Prices 





By BARNARD POWERS 





ILVER at this time of writing is 
selling at 7734 cents an ounce 
which establishes a high record since 

the war began and is the highest price 
since 1893. The war-boom in silver is 
only comparable to the “16 to 1” era 
when the white metal touched $1.20 an 
ounce. Germany has declared the metal 
as contraband of war and England has 
prohibited its use in the arts. The ques- 
tion as to whether the metal will main- 
tain its present high level or will ad- 
vance further is of great interest to pro- 
ducers of silver, users of it, and owners 
of securities which are affected by silver 
prices. 

It would be difficult to find a metal, 
with perhaps the exception of gold, with 
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which people are more familiar with in 
general and about which so little in par- 
ticular is known. The fact that silver is 
used as curreficy or “money” in most 
civilized countries, gives it a double 
significance and greatly complicates its 
study. Silver is a deep subject and the 
causes which affect its movements and 
price fluctuations are world-wide and of 
fundamental economic nature. 


Edward Brush, vice-president of the 


American Smelting & Refining Co. and 
an officer and director in a dozen other 
allied concerns, is one of the world’s lead- 
ing authorities on silver. The organiza- 
tion of which he is a part produces and 
sells millions of ounces of silver yearl) 
and his knowledge of the subject is 
based on many years of actual exper 
ience in dealing with the metal. Mr. 
Brush rarely talks for publication, but 
in view of the importance of the silver 
situation at this time, consented to give 
his views on the subject to THE Maca- 
ZINE OF WALL STREET. 
Causes of High Silver Prices 

“The chief causes of the present high 
silver prices are three-fold,” said Mr. 
Brush. “In the first place, Mexico, one 
of the world’s chief sources of silver 
production, has been ‘practically shut off 
for several years. 

“It is not possible to increase the 
world’s output of silver in the same man- 
ner that the output of copper and some 
other metals has been increased, al- 
though in the case of the copper com- 
panies which produce silver as a by- 
product there has been considerable 
gain in their silver output. Anaconda, 
for instance, is the largest producer of 
silver in this country and, of course, any 
increase in Anaconda’s output would 
mean an increase in its silver output. 
The additional silver production, how- 
ever, has not been sufficient to offset the 
factors which have forced silver to the 
present levels. 

“Secondly there has been a large de- 
mand for silver on the part of England 
and other belligerent governments for 
coinage purposes and to replace as far 
as possible the tremendous shipments of 
gold to this country. The men in the 
trenches demand to be paid in some 
tangible medium of exchange and they 
require a larger percentage of coins 0! 
small denominations than they would 
if they were at home.” 
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Mr. Brush’s remarks about the men 
in the trenches illustrates a peculiarity of 
human psychology and also explains 
why silver has been dubbed a “senti- 
mental” metal. It appears that the 
ing authorities on silver. The organiza- 
soldier who volunteers to give his life 
for his country on the abstract theory of 
patriotism, will balk at being paid in 
anything except the hardest kind of hard 
cash. In fact, it is probable that a gov- 
ernment which paid its soldiers wholly 
in scrip, or paper money, would soon 
find itself with a military uprising on its 
hands. 

“The third important factor,” Mr. 
Brush continued, “is the large demand 
for coinage purposes from India. That 
country has enjoyed bountiful harvests 
and great prosperity, which always 
means a big demand for silver. The 
Indian farmer and merchant demands 
that he be paid for his products in rupees 
which are coined by the Indian govern- 
ment. So great has been the Indian 
demand that the Philippine government 
has let go of its surplus silver stocks 
and the Chinese banks and shrewd 
Chinese merchants have bagged their 
profits on the silver which they had 
bought and were carrying.” 

Asked what effect the high silver 
prices have on American economic con- 
ditions, Mr. Brush replied: 

“Only the same effect that the high 
prices for steel, copper, wool or any 
other commodity have—namely, larger 
profits for America. Of course, the 
manufacturer who uses silver is affected 


but the net result will be larger profits 
for the country as a whole.” 
Parity 

In regard to the difference between 
the parity with the London price of sil- 
ver and the present price, (silver is 
selling in this country at about 3%%4c. 
a lb. below the London quotation) Mr. 
Brush remarked : 

“The difference between the prices 
here and abroad is simply a matter of 
freight rates and insurance. London 
makes the world’s silver quotations and 
silver prices rule so much higher there 
because the cost and freight and insur- 
ance has been running at about 5%. 
These high trans-Atlantic rates apply not 
only to silver but other commodities. 
The British government insures the war 
risk for 2%, otherwise there would be a 
wider spread between the London and 
New York price. 

The fluctuations in the silver market 
while, of course, of moment to the sell- 
ers and users of the metal, are not as 
fundamentally important as the matter 
of the world’s supply of gold, for while 
silver is used extensively as a coinage 
metal it has no fixed basis of valuation 
like gold.” 

Mr. Brush refused to conjecture.as to 
whether the silver market has reached 
the climax of its upward movement as 
there is no way in which this can be 
accurately ascertained. In all proba- 
bility, however, he said, the price of sil- 
ver along with other metals, will con- 
tinue to range high during the war. 








INVESTING IN MINES 


Lack of information often causes the public to judge the mining industry by the 
losses they make when aes in mining stocks. en a man gambles in wheat 
and loses, he does not blame the agricultural industry. He usually keeps quiet as to 
his losses. Privately he confesses. that the losses are due to his own ignorance or 
inability properly to size up the wheat situation or the men involved the deal. 
He should treat the mining industry in the same way. : 

Mr. Arthur A. Cole, mining engineer of the Timiskaming and Northern Ontario 
Railway, in addressing the Empire Club, Toronto, recently said: “If a man is heard 
blaming the mining | for his losses, he is simply proclaiming that he is a 
gambler in mining stocks. On inquiry, it will usually be found that, although he may 
be a shrewd, careful and successful business man in his own line, when he comes to 
mining he puts aside shrewdness and commonsense and ignores usual business methods. 
Under the circumstances, the die is loaded against him and he has not an ordinary 


gambler’s chance.” 

“If you wish to invest in the mining industry, and not simply gamble,” said Mr. 
Cole, a mining engineer of excellent reputation, ordinary business principles and 
commonsense. I know of no other industry that gives larger returns for the capital 


invested.”—Monetary Times. 
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Anaconda.—Directors are expected after 
February 27 to make some announcement 
respecting the $16,000,000 2-year 5% notes 
maturing March 1, 1917, and which were is- 
sued March 1, 1915, to acquire United Metals 
Selling Co.’s stock from the Amalgamated 
Copper Co. It is estimated that treasury 
surplus at the end of last year amounted to 
about $30,000,000, which does not include 
profit and loss surplus of more than $15,- 
000,000, as of December 31, 1915. It is ex- 
pected that the company will be able to re- 
tire its notes with this surplus. Their re- 
tirement will mean an interest saving of 
about $800,000 a year. January production 
was 28,250,000 pounds, against 29,000,000 in 
December, decrease being due to bad 
weather. 


Braden Copper Mining.—Tenders were 
invited by Bankers’ Trust Co., New York, 
for sufficient 15-year 6% sinking fund gold 
bonds of this company to exhaust $500,000 
in the sinking fund, and tenders were re- 
ceived until February 16. 


Butte & Superior,—Injunction against 
this company has been asked to restrain it 
from mining on_Pyle Strand, pending fur- 
ther development work by the Elm Orlu Co. 
The court was also asked to award the lat- 
ter judgment against Butte & Superior for 
the value of 60,000,000 tons of ore taken 
from disputed territory during the past six 
months. The amount is equal to about 20% 
of the total output of Butte & Superior, 
Should an injunction be granted it would re- 
sult in curtailing production of the latter 
from 50,000 tons per month to 40,000 tons 
until such time as new shafts are completed, 
equipped and running, and it will be June 1 
before that can take place. January pro- 
duction was 13,000,000 pounds of zinc in con- 
centrate. 


Champion Copper Co.—Has declared a 
dividend of -$6.40 a share, making $93.60 
since February 21, 1915, when dividends were 
resumed. The last previous payment was 
$6.40, made December 4, 1916. 


Davis-Daly Copper Co.—Has ordered fift 
additional mine cars. A third cage car will 
be added to each of the two shafts, Leaders 
have begun work on the Plymouth shaft. 


Dome Mines.—Reported for January ton- 
nage milled 39,600; bullion produced, $181,- 
000, In December tonnage milled was 39,- 
000; bullion produced, $183,300, 


Hercules Mining.—Paid on January 15 a 
monthly dividend of 25c., which was an in- 
crease of 5c. over the last previous payment. 


Hollinger Consolidated Gold Mines.— 
Profits for the last 28 days of 1916 fell be- 
low those of the preceding months and were 
$21,943 less than the dividend requirements. 


Inspiration Consolidated ans Age anu- 
ary production of 11,600,000 pounds was only 
250,000 pounds under the high record pro- 
duction of September, 1916. It represented 
increase of 1,200,000 pounds over December 
output, 1,000,000 pounds over November and 
300,000 pounds over October. 


Kennecott Copper.—January production 
was 7,080,000 pounds copper, compared with 
6,806,000 pounds in December and 7,080,000 
in November, 1916. 


Miami Copper Co,—January production 
of 5,020,370 pounds of copper set a new high 
record and was in line with the plans of the 
company to bring production up to between 
66,000,000 and 70,000,000 pounds during 1917. 
Total 1916 production was approximately 
53,000,000 pounds. 


Mohawk Mining.—Has under considera- 
tion overtures proposed by representatives of 
Seneca Copper Corp. for use of its No. 2 
shaft. Should an offer sufficiently attrac- 
tive be made for the use of this opening, 
which would greatly aid in starting de- 
velopment work of Seneca under ground, 
Mohawk, by running cross-cuts, could tap 
this er from either of two shafts, Nos. 
1 and 2. 


Ray Consolidated.—Reports for quarter 
ended December 31, 1916, showed surplus 
after charges of $2,015,012, against $1,001,- 
086 in 1915. Earnings for the fourth quarter 
were based on a price of 26.250c. a pound 
of copper, as compared with 27.722c, for the 
third quarter of 1916. The average mill ex- 
traction on concentrating ores for the quar- 
ter was 75.32% of total copper contained in 
such ores. This was the best metallurgical 
result achieved in the company’s history and 
corresponds to an extraction of approxi- 
mately 83% of the copper contained in un- 
oxidized form. Average net cost per pound 
of all copper produced for the quarter was 
9.769c. During the year ore reserves were 
recalculated and the president states that a 
revision upward in the available reserves 
was justified to the extent that 20,000,000 
tons of ore having an average copper con- 
tent somewhat in excess of 1.5% were added, 
bringing the total estimated reserves up to 
91,000,000 tons, having an average copper 
content of approximately 2,05%. 


Shattuck-Arizona.— January production 
amounted to 1,415,303 pounds of copper, 
425,638 pounds of lead, 19.105 ounces of sil- 
ver and 211 ounces of gold, compared with 
production in December of 1,419,339 pounds 
of copper, 285,404 pounds of lead, 16,352 
ounces of silver and 250 ounces of gold. 
Official average price received for copper in 
1916 was 23.18c. a pound, which was some- 
weet below generally accepted quotation of 

Cc. 
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Ray Consolidated 

xk. G2». Anaconda, Mont.—Ray Consol- 
idated, judged by certain standards, is selling 
low, but the wisdom of purchasing this stock 
as a permanent investment now, in the midst 
of such abnormal prosperity for the copper 
industry, is doubtful. 

Ray’s high and low prices from 1911 follows: 


High. Low. 
eee ree 19 12 
BE ei cnt aleS Bibwes hed 24% 16 
(aa 22 15 
Ee ee 22% 15 
Se ere 27% 15% 
ane tee ee 37 2 


Tonopah Belmont 


R. G., N. Y. C—Tonopah Belmont may be 
regarded as a fairly attractive silver mining 
speculation. The position of the silver market, 
as you doubtless are aware, is strong, and 
silver prices bid fair to remain high for sev- 
eral years after the war. The original claims 
of this company are showing a declining pro- 
duction, but the company has adopted a policy 
of branching out and securing new properties, 
which are expected to extend the time of its 
profitable existence. Other low-priced mining 
shares which we favor are Cresson Consoli- 
dated, Iron Blossom. Generally speaking, 
however, we are recommending that extreme 
caution be used in the purchase of all specula- 
tive stocks at this time because of the uncer- 
tain position of the market as a whole. If 
you are an intending buyer, we suggest that 
you wait for more settled conditions. 


Calumet & Jerome 


L. R. G., Hazleton, Pa.—Calumet and Jerome 
has speculative possibilities, but the stock 
should be regarded purely as a speculation. 
The mine, as you doubtless know, is only in 
the prospective stage, although a small amount 
of ore has been shipped. The company’s claim 
to recognition lies in the fact that its proper- 
ties are located very near to those of the 
United Verde Extension mines, and it is 
hoped that the famous Daisy vein of 
United Verde Extension underlies the Calu- 
met and Jerome property. Such a proposition 
is a gamble, and we do not recommend that 
anyone put money into it that he cannot af- 
ford to lose. In mining circles the property 
is regarded as promising. 


Green Monster 


L. S., Portland, Me—Green Monster is 
a prospect, but one of very much less 
merit than Calumet and Jerome. We have 


not been very favorably impressed with the 
market action of the stock, and with the way 
that exaggerated reports have been circulated 
as to the value of the property. _We do not 
recommend that you hold the stock unless you 
are willing to assume a very considerable risk. 


Butte Copper 

_J. H. J.. New York City.—Butte Copper and 
Zinc’s position is speculative at the pres- 
ent time because of the fact that this company 
is showing abnormal profits due to high war 
prices for its products. As long as the war 
keeps up, of course, there is reason to believe 
that the zinc and copper prices will remain 
high, but there are so many uncertainties in 
the situation right now that we consider it in- 
advisable to purchase or hold such highly 
speculative stocks at all. It would be better, 
we believe, for you to sell now, even though 
you missed the advance, than to incur the 
risk of carrying your stock through a sharp 
decline, and we are therefore suggesting that 
you liquidate it and wait until a more definite 
idea can be gained of the immediate future 
and probabilities regarding the international 
situation. 

American Zinc 

_ J. S., Williamsport, Pa—American Zinc 
is to a large extent a war stock. If the 
war continues and even if the United States 
becomes involved, the large earnings of the 
company will probably continue until peace is 
declared. The stock is now selling out of line 
with its earnings, but no one can say how 
long present conditions will continue, and pur- 
chase of the stock should therefore be re- 
garded as speculation, pure and simple. We 
do not recommend fresh commitments now, 
but if you are a holder, it would probably be 
inadvisable for you to close out on the present 
market. We do suggest, however, that you 
place a stop loss order and follow up any 
advance in the stock with your stop. 


Alaska Gold 


F. H., Pensacola, Fla—Alaska Gold, accord- 
ing to the best and most reliable information, 
is passing through a readjustment process at 
the present time. It was originally figured that 
the ore would run $1.75 a ton gross, that 
about 25c. would be lost in tailings, and the 
balance would be available after treatment 
charges, which were estimated at 75c. a ton. 
After a large amount of ore had been broken 
down, it was found that the gross average 
ran nearer $1.30 a ton than $1.75, and it be- 
came apparent that the best way to handle 
this ore would be to follow the so-called se- 
lective system of mining, that is, not to mine 
the entire width of a vein, but that portion 
of the vein which was richest. Before it was 
possible to do this, however, it was necessary 
to treat the ore which had already been broken 
down. This accounts for the long decline of 
the stock. According to mining engineers 
within and without the company, there is no 
reason why Alaska Gold should not evestually 
make much better recoveries and much better 
profits. This is a rather non-technical ex- 
planation of the situation, but perhaps conveys 
the idea more clearly than a strictly technical 
one would. 
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Buckeye Pipe Line——Income account for 
year ended December 31 shows net income 
of $2,082,068, against $1,523,801 previous 
year, and a surplus after dividends of $482,- 
068, compared with a deficit of $76,199 in 
1915. The earnings were equal to approxi- 
mately 20%% on the $10,000,000 capital, as 
compared with 154% in 1915, 


Continental Refining Co.—Has declared 
its initial dividend at the rate of 6%, payable 
half of 1% monthly on the 15th of each 
aoe to stockholders of record on the 


Cosden & Co.—Has closed a contract for 
sale to Henry L. Doherty & Co., of New 
York, of a half interest in the Peerless Re- 
fining Co., of Cushing, Okla., the considera- 
tion being $625,000 cash. The half interests 
of Cosden & Co. have been carried on its 
books at $82,000 and the company had been 
interested in the Peerless concern for only 
about 15 months. 


Eureka ee Line.—For 1916 showed net 
profits of $1,322,069; dividends, $1,200,003; 
balance to profit and loss, $122,066. 


Federal Oil Co.—The interests promoting 
this company state that the company has no 
outstanding obligations other than current 
account. They further report that they con- 
trol 980 acres of oil leases, on which 16 
wells have been drilled and nine more are 
in eo of drilling. The above leases are 
in Kentucky and large territory leases have 
also been made in oil fields of Texas and 
Mexico. 


General Refining & Producing. —Has been 
organized by ex-Governor John A. Dix of 
New York with an authorized capital of 
$1,250,000, of which $950,000 will be issued 
to absorb the Nashville Refining Company 
plant, Nashville, Tenn. The plant is to 
be enlarged and the business extended. 
The Dix interests have 5,000 acres of oil 
land in Kentucky. 


Mexican Petroleum.—Plans have been 
completed for the enlargement of topping 
plant of this company at Tampico, Mexico, 
to enable it to handle 50,000 barrels a day. 


New York Transit.—Net income last year 
was $1,339,121, equal to 26.78% on the stock, 
compared with 16.27% in the year previous. 


Northern Pipe Line.—Statement for year 
ending December 31, 1915, showed net in- 
come of $600,898, equal to 15.2% on $4,000,- 


000 capital, as compared with $428,433 or 
10.71% earned in 1915. 


Ohio Fuel Supply.—Has made application 
to list $19,813,000 capital stock on the New 
York Stock Exchange. 


Ohio Oil Company.—Stockholders have 
approved of a plan to increase the capital 
from $15,000,000 to $60,000,000 by changing 
the par value from $25 tc $100 a share 
The regular quarterly dividend of $1.25 a 
share together with an extra dividend of 
$4.75 a share was declared, payable March 
20 to stock of record February 15. 


Paragon Refining Co—Reported net 
profit for November of $59,095 and for No- 
vember and December of $109,799. 


Sapulpa Refining Co.—New stock is of 
fered to stockholders of record February 8. 
Stockholders may subscribe at $9 per share 
in proportion of 50% of the amount of stock 
registered in their name. 


Security Producing & Refining Co.—De- 
clared an initial dividend of 1%, payable 
March 1 and monthly thereafter, 


Sinclair Oil & Refining.—Reported con- 
templated merger between this.company, the 
Cosden Co. or the Texas Co. has been posi- 
tively denied by President H. F. Sinclair. 


Southern Pipe Line—Earnings for 1916 
equaled 23.54% on $10,000,000 capital, as 
compared with 19.66% in previous year. 

Standard Oil of California—Stock divi- 
dends of January 16, 1917, amounted to $24,- 
843,327, being 334% of the outstanding 
stock and representing surplus profits since 
March 1, 1913. It is unofficially estimated 
that the net profit for 1916 will closely ap- 
proach the $19,000,000 mark made in 1913. 


Standard Oil of Kentucky.—Reports for 
the year ended December 31, 1916, a surplus 
of $1,468,598. The surplus of 1915 was $644,- 
640. The net profit over $2,000,000 will equal 
68.95% on the $3,000,000 steck outstanding. 
A comparison with 1915 was 37.48%. 


Standard Oil of New York.—Likelihood 
of the declaration of a stock dividend of 
334%4% in the near future was denied offi 
cially, and it was also stated that the com- 
pany had no intention of distributing to its 
stockholders the $15,000,000 capital stock of 
the Standard Transportation Co. It was 
pointed out that present world affairs as 
they relate to shipping conditions make for 
caution. 








Low Points 
Low points wait neither for time nor tide nor the slow 


trader. 


Have your order in. 








TS — 





(702) 

















Oil Inquiries 





Oil Booms and §S. O. Stocks 

O. F. E., New York City—A boom in oil 
is one of the most difficult booms to gauge, 
because there is so much uncertainty as to the 
supply. A supply of oil, as you may know, 
may be suddenly increased by the discovery 
of previously unknown pools, and the produc- 
tion of this product is of such a character that 
it may be quickly expanded or contracted. We 
can see nothing in the situation now that 
would cause a material decline in prices, un- 
less there was a sudden increase in the output. 

Few of the: Standard Oil stocks have ever 
proven unprofitable investments if held, out- 
side of the pipe lines. An article in the De- 
cember 23 issue of THE MAGAzINE oF WALL 
Street, by Lockwood Barr, very. well illus- 
trates the profitableness of Standard Oil stocks 
as investments over a period of years. The 
article also pointed out that the stocks selling 
on the lowest yield bases had usually proven 
the most profitable. 

Producing companies have greater possibili- 
ties of expansion than the marketing compa- 
nies, but those which engage in all branches 
of the business are likely to have the steadiest 
growth. : 

Ohio Oil is one of the biggest producing 
companies in the Standard Oil group. It has 
expanded, steadily, and although its production 
has declined in the original fields in which it 
operated, it is branching out into new territory, 
and will probably continue to do so. 

\nglo-American Oil we do not favor so 
much because the company operates exclusively 
in Great Britain, and may not do so well im- 
mediately after the war. 

Atlantic Refining has made no announce- 
ment of a definite decision to increase its 
capital this year. 

New York Transit, as other pipe line stocks, 
has declined because transportation rates were 
lowered and cut into the profits of the com- 
pany. 


Cosden Oil & Gas 

M. W. S., New York City—Cosden Oil and 
Gas has better speculative possibilities than 
Cosden & Co., because of the fact that 
the company is engaged exclusively in the pro- 
ducing end of the oil business, and owns a 
very large and valuable number of undevel- 
oped or partially developed leases. If further 
development proves successful, a great deal 
should be added to the value of the stock from 
a speculative standpoint. 

lf you are contemplating a purchase, how- 
ever, we do not suggest that you buy it now, 
for, owing to the uncertainties in the foreign 
situation, we do not advise the making of 
fresh commitments at this time, either for in- 
vestment or speculation. 





Standard Oil of N. J. 
b. T., Asbury Park, N. J.—Standard Oil of 
New Jersey cannot be judged by any: of 


the ordinary rules used in arriving at the 
value of a stock. This company has never 
published a balance sheet, with the exception 
of certain figures, which it was required to 
submit to the court in the dissolution pro- 
ceeding. 

A judgment of the value of the stock, 
therefore, must be based entirely on a knowl- 
edge of generalities. It may be safely as- 
sumed that the Standard Oil Company of New 
Jersey has profited enormously in the past five 
years because the whole oil industry has 
prospered in this country. As the biggest and 
wealthiest company engaged in the petroleum 
business, as the company headed by what is 
acknowledged to be the most able men in the 
industry, it would indeed be cause for wonder- 
ment if the New Jersey company had not re- 
ceived its share of the géneral prosperity. 

It may be assumed further that the New 
Jersey company has good and sufficient reason 
for reserving its surplus. It may be assumed 
that it is putting that surplus to work where it 
is showing returns and building up larger 
equities for the stockholders. Whatever the 
company does, or does not do, in reference 
to the payment of dividends or the distribution 
of surplus in the form of stock dividends to its 
stockholders, is a matter of policy. You may 
rest assured that whatever the motive for the 
policy is, the stockholders’ interests have first 
consideration. . 

The very latest foreign developments have 
naturally modified our views somewhat on 
Standard Oil of New Jersey, and we do not 
consider it advisable to purchase the stock 
right now, unless one is prepared to carry it 
through a possible further heavy decline. Our 
reason for this is that the company has very 
large and important interests in rmany. 
Furthermore, it is doing a tremendous export 
business, and if the German submarine cam- 
paign is-successful, it may be hurt materially. 
Consequently, while we believe that the stock 
even in the event of the entire confiscation 
of its assets in Germany, is intrinsically 
worth more than it is now selling for, from 
a market standpoint it would be inadvisable 
to buy it now owing to the uncertainties. 





California Petroleum 

K. T., New York City—While the situation 
in California Petroleum has undergone im- 
provement lately, and the company is now said 
to be earning. enough to cover the 7% divi- 
dend requirements on its preferred stock, we 
do not favor either the preferred or common 
issues. While the stock may go somewhat 
higher, we do not think the common particu- 
larly is intrinsically worth its present selling 
price on the basis of the situation as it now 
exists, and, judging by the past record of the 
company, we think it would be much better 
for you to close out your stock at the present 
nol wry or on any rally that will let you out 
even, than to incur the risk of carrying it 
through another decline and being “hung up.” 
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(Under the above caption we will publish from time to time communications from our read- 


ers on market pagien or other subjects of financial interest. 
e fundamentals of progress and are, therefore, always glad to hear from our 


ideas is one of 


subscribers on matters which interest them. Make your contributions short and pith 
Names or initials will be used o: 


only on one side of each sheet of paper used. 
writers’ expressed authorization.—Editor.) 


New York, Jan. 27, 1917. 
Editor, THe MAGAZINE OF WALL STREET: 


S a reader of your Magazine and 
A a stockholder, I ask the oppor- 
tunity of calling the attention of 
your readers to a matter which I be- 
lieve warrants consideration on the 
part of investors. It is the apparent 
attitude of over-extension on the part 
of executives of our large corpora- 
tions. Volumes have been written by 
our big men of affairs, warning the 
public against speculation, but no or- 
ganized criticism has been directed 
against the enormous extension plans 
now being formulated by these same 
men. 

In the case of a railroad, the policy of 
“plowing in” the earnings is justified 
when it is considered that the money 
is used for improving the road and re- 
ducing the expense of moving the traf- 
fic; or, perhaps, opening up new terri- 
tory which will in time develop new 
business for the trunk line. The Great 
Northern Railroad stands to-day as a 
monument to the late James J. Hill, 
who developed it along these lines. 
But in the case of an industry, such as 
the manufacture of steel products, no 
such merits can be claimed. Here, we 
have an increase in capacity for pro- 


We believe that the interchange of 


and write 
y with the 


duction, with no corresponding increase 
in demand. 

For some time the steel mills have 
been oversold, but mills all over the 
country are unable to run at capacity 
because of inadequate railroad facili- 
ties. What reasons have we to believe 
that more, or larger mills will improve 
this condition? Extensive building 
operations at this time, aside from the 
fact that materials are higher, tend to 
complicate an already distressing situa- 
tion in the labor market. 

In a table recently published in the 
financial page of the “New York Trib- 
une,” it was estimated that for the 
period 1907-1913, an average of 70 per 
cent. of maximum capacity of the steel 
industry was employed. Is it the pur- 
pose of these executives to maintain 
this average? 

In view of the vigorous manner in 
which United States Steel, Bethlehem 
and others are increasing their 
capacity, is it not proper that stock- 
holders should be enlightened as to 
just what these men have in mind to 
justify their policy; a policy which 
seems to defy the very principles of 
economic reasoning? 

Yours truly, 
Jutius SomAN. 
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Unlisted Bonds 


Advantages and Disadvantages of This Type of Investment 
—A Survey of the Field—Some Representative Issues— 
—Outlook for Unlisted Bonds 





By B. E. CARR 





ORE and more, as the feeling 
grows that, despite renewed 
military activity and  sub- 

marine warfare of unparalelled fe- 
rocity, despite even the possibility 
of the entrance of the United 
States as a participant in the 
world-conflict, the coming of peace 
cannot be indefinitely delayed, invest- 
ors are turning to stability and safety 
rather than possible profit in their 
purchases of securities. There may be 
a desire to “salt down” the winnings 
of fortunate “war brides,” or, per- 
haps, after severe burning of fingers, 
to get as far away from the specula- 
tive fire as possible. There is an in- 
stinctive feeling that the time has 
come to play for safety rather than 
profit, and, as always happens in such 
cases, bonds are once more coming 
into their own. It is probable that 
there may not this year be a repetition 
of the tremendous stock market ac- 
tivity which was so prevalent through- 
out 1916, but well-informed sources 
have no hesitation in stating that all 
signs point to 1917 being one of the 
biggest bond years on record. In 
other words, we are about to enter on 
an investment rather than a specula- 
tive era. 


Low Yield Bonds 


A close study of the bond market 
shows clearly that active “gilt edge 
issues, listed on the New York Stock 
Exchange, are selling on barely a 4% 
per cent basis.. Such a return does not 
appeal particularly to the man who 
has been making—or losing—money 
in munition stocks. He would like to 
get from 5% to 6% on his investment, 


but few of the standard railroads and 
industrials yield so much. That is why 
he is turning with ever increasing fre- 
quency to a security which for some 
time has been more or less neglected 
—the’ “unlisted bond.” 

Why “unlisted”? What classes of 
bonds are not listed on one or other of 
the Exchanges, particularly the New 
York Stock Exchange, the country’s 
great clearing house for securities? 
What are the disadvantages of the lack 
of such listing and what, if any, are its 
advantages ? 


Classes of Unlisted Bonds 


Unlisted bonds fall roughly into four 
classes—issues of moderate size se- 
cured on properties of the lesser cor- 
porations ; new issues of larger compa- 
nies which eventually may, and prob- 
ably will be listed; the majority of the 
issues of municipalities, and, more re- 
cently, some of the securities of 
foreign governments, this last repre- 
senting an entirely new field for the 
American investor. 

The disadvantages likely to ensue 
from the fact that a bond is not “listed” 
are perhaps more apparent than real. 
An unlisted bond, other than those in 
the second of the four classes enum- 
erated above, will in all probability be 
less active than a listed one ; quotations 
are not so readily available and pub- 
licity in regard to the financial condi- 
tion of the issuing companies is not 
always obtainable in the same degree. 
Generally speaking, however, any 
reputable bond house can furnish both 
quotations and statistical data, and the 
fact that a bond is more or less inac- 
tive in no way militates against its 
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value as an investment security. An- 
other fact which should be taken into 
consideration, especially by bankers 
and business men, is that unlisted se- 
curities are not so readily accepted by 
banks as collateral for loans. 


Advantage of Non-Listing 


The chief advantages of non-listing 
are that prices are more likely to be 
stable and represent actual values, free 
from extraneous influences; also, the 
comparative inactivity of unlisted 
bonds tends to keep prices at a fairly 
low level, thus ensuring in most cases 
a substantial income from the invest- 
ment. 

Unlisted corporate issues comprom- 
ise bonds of railroad, industrial and 
public utility companies. In the last 


named class, especially, they are the 
rule rather than the exception. In the 
case of the railroads, they are gener- 
ally the bonds of smaller corporations. 
This holds good also with the indus- 
trials, although there are several good- 


sized issues of substantial corporations 
for whose listing application has never 
been made. 

Unlisted bonds of the larger corpora- 
tions are usually new issues, as yet 
“unseasoned,” which ultimately will 
find a place on the Stock Exchange 
Sheet, and securities which are being 
traded in “when, as and if issued.” In 
this group at the present time are the 
new bonds of several companies in 
process of reorganization, many of 
which are selling at most attractive 
prices. 

The unlisted municipal bonds are le- 
gion. Inasmuch, however, as the re- 
turn is generally under 5%, they do not 
come within the scope of this article. 

The war has caused Americans for 
the first time to think internationally 
in regard to their investments. Up- 
wards of $2,500,000 of the securities of 
foreign countries have been sold here, 
chiefly short-term issues; some with 
attractive long-term conversion priv- 
ileges, some secured by most valuable 
collateral, and all, by reason of the 
exigencies of the issuing governments, 
selling at bargain prices. Many of 


Gone foreign loans are listed, but not 
all. 

It will be interesting to take a few 
representative issues of each class. In 
every case, the bonds chosen are well 
secured, have, in the case of corporate 
issues, an established record of earn- 
ings behind them, yield at least 5% per 
annum on the investment, and contain 
possibilities of an increase in principal 
value. 


UNLISTED RAILROAD BONDS 


To begin with the railroads: 

1. Bangor & Aroostook Railroad Co. 
Consolidated Refunding 4s, due July, 
1951. 

These bonds are secured by direct 
mortgage on about 424 miles of road 
in Maine, subject to some $5,600,000 
underlying liens. The company has 
been in existence since 1891, pays 3% 
per annum on its $5,000,000 stock out- 
standing, and reported a surplus after 
dividends for the year ended June 30, 
1916 of $137,151. Earnings for the 
present fiscal year are in excess of 
those for 1916. The bonds are selling 
around 63%, at which price they yield 
approximately 6.75% per annum on the 
investment, and while not a first mort- 
gage, appear to be sufficiently pro- 
tected, with possibilities of working 
higher. 

2. Buffalo & Susquehanna Railroad 
Corporation. 
First Mortgage 4s, due December, 
1963. 


The Buffalo & Susquehanna is a suc- 
cessor company, organized in 1913, to 
the Buffalo & Susquehanna Railroad 
Company, chartered in 1891. The old 
company fell on hard times after the 
panic of 1907 and after several years 
existence during which not only was 
interest paid on its bonds, but regular 
dividends on its preferred and common 
stocks, a receivership and subsequent 
foreclosure sale was inevitable. The 
new company has been placed in good 
financial condition, and its bonds, se- 
cured on the property of the former 
railroad company, are now selling on 
about a 5% basis. There are outstand- 
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ing $6,729,000 bonds out of an authoriz- 
ed issue of $10,000,000 secured by a di- 
rect first lien on about 237 miles of 
road in Pennsylvania, the main line 
reaching from Sagamore to the New 
York State Line; by a first collateral 
lien on about 20 miles additional, and 
by deposit of subsidiary coal corpora- 
tion securities having an aggregate 
value of more than $2,500,000. A Sink- 
ing Fund retires bonds at the rate of 
$50,000 per annum, and $229,100 bonds, 
retired to date, are held alive in the 
Sinking Fund. One convenient fea- 
ture for the small investor is that bonds 
may be had in denominations of $500. 
The Buffalo & Susquehanna has 
established a record for speedy resump- 
tion of dividends by a reorganized rail- 
road. There is outstanding $4,000,000 
preferred 4% stock on which dividends 
have been paid since July, 1915, and 
$3,000,000 common. An initial dividend 
of 1% was paid on the common in 
August, 1916; 1% in October and 3% 
in December, making a total of 5% for 
the year. The road is stated to be earn- 
ing at the rate of about 14% on the 
$3,000,000 common stock outstanding. 


Fonda, Johnstown & Gloversville 
Railroad Co. 

First Consolidated General Refund- 
ing 4%, due November, 1952. 


These bonds, which are a direct first 
mortgage on 39 miles of road owned by 
the company, subject to $1,850,000 un- 
derlying liens, and a direct second 
mortgage on the remaining mileage, 
enjoy a distinction almost unique for 
securities of a small independent road 
—they are a legal investment for New 
York State Savings Banks. The Com- 
pany is an old one, incorporated in 
1867, and operates by both steam and 
electricity. It connects with the New 
York Central at Fonda, N. Y., and runs 
from there to Johnstown, Gloversville 
and Northville, being the only road 
serving this territory. The bonds are 
selling at about 83, and yield approxi- 
mately 5.40%. The Company pays 6% 
dividends on its $1,000,000 preferred 
stock, and last year reported a small 
surplus after dividends, amounting to 
$23,864. Current earnings are reported 


to be in excess of those of 1916. The 
margin over interest charges is rather 
narrow, but the bonds appear to be 
reasonably secure. 


4. New Orleans Great Northern Raiil- 
road Co. 
First Mortgage Gold 5s, due August, 
1955. 

This is a Southern road, incorporated 
in 1905, located in Louisiana and Mis- 
sissippi, and relying on the lumber in- 
dustry for about 70% of its traffic. In 
1915, owing to the stagnant condition 
of the lumber trade, the Company just 
about broke even after payment of its 
bond interest, but in 1916 a surplus of 
$235,521 was reported, and earnings for 
1917 to date are still better. The chief 
need of the road is greater diversifica- 
tion of traffic, and strenuous efforts to 
this end are now being made. A new 
million dollar paper plant under con- 
struction at Bogalusa will provide con- 
siderable tonnage, and the problem of 
the “cut-over” timber lands is being 


pursued vigorously. The Company has 


recently appointed an Industrial Com- 
missioner, who will conduct an organ- 
ized campaign looking to the settle- 
ment of the lands, which, when accom- 
plished, will add greatly to the general 
tonnage of the road. 

The bonds, of which there are $8,- 
248,000 outstanding of an authorized 
issue of $10,000,000, are secured by a 
first mortgage on the entire 243 miles 
of road owned by the Company. They 
are selling around 65 and yield over 
7% on the investment. This extremely 
low price seems unwarranted in view of 
present excellent earnings, and is un- 
doubtedly the result of the depression 
which in 1915 was common among 
nearly all Southern roads. The bonds 
should work substantially higher, and 
appear to be a good purchase at their 
present low price. 


5. Seaboard Air Line Railway Co. 
First & Consolidated 6s, due 1945. 


These bonds are not yet listed, al- 
though they probably will be in the 
near future. They are a comparatively 
new issue, brought out in 1915, and are 
secured by a first mortgage on 416 
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miles of road from Hamlet, N. C., to 
Charleston, S. C., and a line of about 
86 miles under construction between 
Charleston and Savannah, Ga. They are 
also secured by collateral lien on about 
3,000 miles of road. The bonds may be 
had in as low as $100 denominations, 
and are selling on about a 6% basis. 
So much for a few of the more or less 
well-known unlisted railroad bonds 
which have become fairly well “sea- 
soned.” A word now as to the new 
issues of some of the reorganized rail- 
road companies. Many of these roads 
have recently passed through reor- 


ever, are very inactive and have not 
been quoted for some time; others are 
of insufficiently high yield, and in some 
cases earning power is not such as to 
warrant inclusion of the bonds in an 
investment list. A few representative 
issues are shown in Table I. 

It will be seen that, with the excep- 
tion of the recently reorganized Ameri- 
can Water Works and Electric Com- 
pany, the public utility issues keep 
fairly close to a 5% basis of income. 
There is not likely to be much fluctua- 
tion in issues of this class, and earnings 
as a rule are fairly stable. 

















TABLE I 
REPRESENTATIVE UNLISTED PUBLIC UTILITY BONDS 
Times Int. 
Name Earned Latest Price Yield 

Security Due Report About About 
Alabama Power Co............ssee0: NS ae 1946 1.89% 97% 5.15% 
American Gas Co...........seeeeeeees Series A Deb. 6s.... 2016 5.86 100 6 
American Water Works & Elec. Co.. 

(Reor ET catia cali nail : Collateral Tr. 5s.... 1934 2.02 81% 6% 
Asheville Power & Light Co.......... Ist Mtge. 5s........ 1942 3.77 100 5 
Binghamton Ry. Co. .............++++: Ist Cons. Mtge 5s... 1931 1.72 97% 5.25 
Boston Elevated Ry Co............++- Debenture 5s ...... 1942 1.31 98% 5.10 
Portland (Ore.) Gas & Coke Co...... let & Rel. Se...... 1940 2.02 98% 5.15 
Southwestern Power & Light Co...... Ket Mtge. Se......0- 1943 7.76 94 5.35 

(A holding company)...... ...... 

Topeka Ry. & Light Co.............. Ist-Lien & Ref. 5s... 1933 2 94 5.60 








ganizations of a most drastic charac- 
ter, necessitating much “scaling down” 
and leaving the companies in thorough- 
ly sound financial condition. The se- 
curities of most of the roads whose re- 
organizations have recently been con- 
summated, including those of the new 
St. Louis-San Francisco Railway Com- 
pany and of the Missouri Pacific Rail- 
way Company (when issued) have al- 
ready been listed. There remain still 
in the “unlisted” class such bonds as 
the new Western Pacific 5s of 1946, 
selling on about a 5.75% basis, and as 
other reorganizations now pending are 
effected, the new bond issues will in 
all probability sojourn for a while in 
the “outside” market. Such issues are 
frequently a source of considerable 
profit to the careful investor. 

Among the public utility bonds, 
covering the properties of gas, electric 
light and power and street railway cor- 
porations, are to be found a number of 
unlisted issues. Some of these, how- 


Industrial Bonds 

Industrial bonds have not, on the 
whole, been cheap during the past two 
years of unexampled prosperity, having 
shared to a certain extent the upward 
swing of nearly all industrial stocks. A 
few unlisted issues yielding 5% or 
better, and representing a variety of in- 
terests are given in Table II. 

The new 5% bonds of the United 
States Rubber Co., issued a couple of 
weeks ago at 9634, and now selling 
around 95%, are a most attractive in- 
dustrial investment in the “unlisted” 
class. At their present price the bonds 
yield about 5. 23% on the investment. 
Interest charges, including the $60,- 
000,000 of this issue, were earned in 
1916 nearly four times over. 

The floating of many foreign loans in 
this country has introduced a new fac- 
tor in American investing. When first 
the unsecured Anglo-French 5% Loan, 
for the stupendous sum of $500,000,000 
was placed on the market, the Ameri- 























can public was inclined to be wary. It 
was a new experience, and they were 
“from Missouri.” Later, collaterally 
secured French and British loans bear- 
ing a higher interest rate were issued 
at attractive prices, and eagerly 
absorbed. Russian Internal and Ex- 
ternal Loans also found a ready mar- 
ket, to say nothing of Canadian Gov- 
ernmental and Municipal issues, French 
Municipal issues, and securities of 
Italy, Norway, Switzerland, Sweden 
and the South American Republics. For 
the first time, New York is challeng- 
ing London as the Clearing House for 
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Among the corporate issues, the rail- 
roads seem low, judged by present per- 
formance. Public Utilities, like muni- 
cipals, tend to gravitate to a settled in- 
vestment basis. Less than any other 
class of securities are they likely to 
be affected by the cessation of hostili- 
ties. 

The industrials, of course, are liable 
to trade fluctuations more or less 
severe in character, which are usually 
reflected in the market prices of both 
bonds and stocks. Undoubtedly, the 
coming of peace will have the effect of 
curtailing the production of those com- 














the world’s securities. panies whose prosperity has been 
TABLE Il 
INDUSTRIAL UNLISTED BONDS jy... Int. 
Name of Company Earned Latest Price Yield 
Security Due Report About About 
hepatic icbianévesssaueuns ee Oh Be BOs cece EO 8.68% 9914 5.05% 
Atlas Portland Cement Co............ Gen. & Ref. S. F. 6s. 1939 notreported 102 5.80 
Case Threshing Machine Co...... «...lst Mort. Serial 6s.. 1917-26 3.18 103% 5.25 
Cem we TRE Awa caddcenecntenscceces Ist Mtge. Conv. 6s.. 1926 2.68 106 5.20 
Cadsien Pattie Ca.ccccccccccceccccs eS eae 1946 notreported 100 5 
Lima Locomotive Corp............... Ist Mtge. S. F. 6s.... 1932 notreported 97 6.30 
Rogers-Brown Iron Co..............-. Jot & Bick. Se. ..60- 1917-40 1.90 95 5.60 
Sulzberger & Sons Co. (Now Wilson 
eee eer ee rere Ist Mtge. 6s........ 1941 notreported 103% 5.75 
Union Oil Co. of California.......... Ist Mtge. S. F. 5s... 1931 8.0 97 5.30 
Yosemite Lumber Co........ 0¢ ses ses WE Mivacecene 1917-28 not rep. 100 6 
Many of these issues are listed on the caused largely by the conflict. The 


New York Stock Exchange and enjoy 
a very active market. Among the 
more active unlisted bonds or notes 
may be mentioned the various Cana- 
dian issues, selling around a 5% basis, 
and European loans. See Table III. 


possibility of the United States enter- 
ing the lists complicates the situation 
still further. 

Despite labor troubles and fear of 
further - governmental interference, 
both of which may be shelved indefi- 








TABLE Ill 


FOREIGN UNLISTED LOANS 


French Municipal Loans (Cities of Paris, Lyons and Bordeaux).. 
neni, ES oe cceksbsébeeesbeceses 
Smeets Sy UN 506 onan c06 sn ccccenscsd . 


United Kingdom Secured 5%4s (New Issue)...... 


Due Price Yield 

1919 96% 7.60% 
Aentandenneeah 1921 8834 8.35 
lain delaicmacae 1919 96% 7.96 
Ra } 1918 9934 6.14 
SEES * 1919 99 6.01 








Outlook for Unlisted Bonds 

.What of the outlook for unlisted 
bonds? From the various representa- 
tive issues, noted above it will be seen 
that in each group, with the exception 
of the foreign loans, the yield in most 
cases ranges between 5% and 6%. 
Which group, then, is likely to possess 
the greater possibilities of enhance- 
ment in principal value? 


nitely during the process of “Interna- 
tionalizing America,” it would seem 
that some of the unlisted “second- 
grade” railroad issues offer not only a 
substantial return to-day but that, all 
things considered, they are selling too 
low, and should, given a continuance of 
good earnings and freedom from hos- 
tile legislation, gradually work up to 
considerably higher prices, 


















Unlisted Security Notes 





#£tna Explosives Co.—Great Britain has 
exercised an option on 9,000,000 pounds of 
smokeless powder to be manufactured by 
this company. This is the second order for 
this quantity received from Great Britain, 
and according to reports is valued at $5,- 

Alaska Mines Corp.—John H. Miles, field 
engineer, who is returning to the properties 
of this company in Nome, makes the state- 
ment that producing costs with the new 27- 
cubic yard boat in operation will be around 
.2 c. per cubic yard, He estimates produc- 
tion at $1,250,000 net profit, The new 
dredge, which it is understood will be in 
operation this year, is the largest ever con- 
structed and has a capacity of 400,000 cubic 
yards per month against 300,000 cubic yards 
by the 18 cubic yard boat of the Yuba com- 
pany. : 

American Wringer Co.—The gross earn- 
ings for the year of the American Wringer 
Co,, ended December 31, showed earnings 
of $262,085, as against $194,598 in 1915, 
which, after dividends, leaves a balance of 
$174,082, and for last year $144,421. 


Canada Steamships Lines——The com- 
pany’s balance sheet for the year ended De- 
cember 31 has not as yet been made public, 
although it is expected that the net earnings 
will be approximately somewhere in the 
neighborhood of the $4,000,000 mark. A 
dividend of 7% on the preferred stock has 
been declared on account of back dividends, 
payable March 1, leaving 5%4% still due on 
this issue. 

Emerson Brantingham.—Has issued a 
statement showing that a 1915 deficit of 
$273,089 has been wiped out and a surplus 
of about $78,000 established, which includes 
a depreciation charge of $125,000. 


Ford Motor Co.—On January 18 this com- 
pany filed with the State Commissioner of 
Corporations in Massachusetts its balance 
sheet, showing a surplus of $137,547,038, as 
against $81,761,284, an increase of $55,885,- 
754 for the same report last year. 


Goldfield Consolidated Mining.—The De- 
cember output of the company amounted 
to 26,000 tons, on which was realized 
$16,441. 

Hart, Schaffner & Marx.—For 1916 re- 
ported net profits of $1,792,000, against $1,- 
287,000 in the previous fiscal year. 

Inland Steel Co.—The company’s surplus 
for the year ended December 31, 1916, 


amounted to $9,650,878, as against $3,187,528 
for the year ended 1915. A dividend of $5 
was declared, payable March 1 to stock- 
holders of record February 10. 


Midvale Steel.—Several directors, figuring 
on the asset value of this company’s $100,- 
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000 stock at par, found an asset value of $65 
per share, after leaving allowances for the 
company’s rifle contract, It is claimed that 
by the end of the present year this compan; 
will have net working capital assets and 
property, after allowing for the present 
dividend of 12%, equal to $80 per share. 


New Jersey Zinc.—Net profits for 1916 
approximated $35,000,000, out of which divi- 
dends of $26,000,000 were distributed. 


North Butte Mining Co. reported its pro- 
duction for the quarter ended December 31, 
1916, as being 6,729,561 pounds of copper. 
289,854 ounces of silver and ounces of 
gold, an increase of 654,819 pounds of cop- 
per, 25,454 ounces of silver and 58 ounces 
of gold over the previous quarter. The bal- 
ance sheet for the quarter shows a surplus of 
$5,274,941, an increase of $485,572 over the 
quarter ended September ‘30. 


Pierce Arrow.—Reported that demand for 
motor trucks is taxing the capacity of the 
company’s Buffalo plant and is the greatest 
in its history, 


Scoville Manufacturing Co. declared an 
extra dividend of 10%, payable to stock- 
holders of record January 2. So far this is 
the tenth monthly dividend of 10% paid by 
the company. 


Triangle Film Corp.—It is said that this 
company intends to increase its capital 
stock $3,000,000, making the total stock $8, 
000,000. Considerable of the new stock will 
be used to acquire the assets or stock of the 
different companies now supplying the Tri 
angle exchanges with films. What is not 
used is to remain in the company’s treasury 
for corporate purposes. The property to be 
taken over for the exchange in stock is ru- 
mored to be the New York Motion Picture 
Corp. The Triangle Corp., according to re- 
ports is now free from debt and has con 
siderable cash working capital in hand. 


The United States Steel Casting Co. has 
purchased the National Casting Co., of New 
Cumberland, W. Va. The purchaser, which 
was recently incorporated in West Virginia 
with a capital of $1,000,000, intends building 
a number of steel foundries in the Cumber- 
land Valley. 


The United Sugar Companies propose to 
double their output to approximately 40, 
000,000 pounds of white cube and granulated 
sugar, with a by product of about 3,000 tons 
of alcohol. Past earnings have been in ex 
cess of $500,000 yearly, and with the in 
creased production made possible by thx 
present financing should be considerably 
in excess of $1,000,000. The companies own 
in fee 140,000 acres of land and have a capi 
tal stock of $6,000,000. 
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Mr. Baruch’s Half Million 


How an Expert’s Knowledge of Technical Conditions En- 
abled Him to Execute a Remarkable Coup 





By THOS. L. SEXSMITH 





OT the least remarkable incident 
of the now famous “Wall Street 
Leak” investigation was the tes- 

timony of Mr. Bernard M. Baruch. It 
is always interesting to learn of any- 
one making a cool half-million dollars 
in the short interval of ten days, 
whether the “clean up” was made in 
Wall Street, a deal in cotton, the sign- 
ing of a movie star, or any of the ways 
in which suddén fortunes are made. 
Who does not like to know how the 
other fellow does it? 

Mr. Baruch is a large operator in 
the market. It is no piker who can 
swing a line of 25,000 shares, long or 
short. To do so in the first place re- 
quires capital—a goodly part of a mil- 
lion. No ten point margin trader is your 
operator who deals in such amounts. 


Qualities of Successful Operators 


But capital is not the only essential 
to the success of the large operator. 
He must have the stern quality of cour- 
age and an iron will. He may be a quick 
or slow thinker, as nature equipped 
him, but however he thinks, a thinker 
he must be and not a blind follower of 
tips and rumors. Then he must have 
that all essential “ex” without which 
no one ever got anywhere, or at least 
very far, in any chosen field of en- 
deavor—experience. 

Mr. Baruch, in his testimony before 
the Congressional investigators, denied 
that he had been guided in his market 





operations by information in regard 
to diplomatic developments _ received 
through any private source. He did 


not say that he had not given serious 
thought to such developments as were 
reported in -the public press, and 
which were open to the consideration 
of anyone who might have been inter- 


ested in the market at the time. On 
the contrary, he stated that he had 
kept a close watch on the war situa- 
tion, and attached great importance to 
a certain significant statement of the 
German Chancellor made before the 
Reichstag some time before the Presi- 
dent’s note to belligerents was issued. 


Market’s “Technical Position” 


But as keen as was Mr. Baruch’s in- 
terest in developments outside of the 
market which would likely affect 
prices as soon as their import became 
known, this interest was secondary to 
his expert knowledge of the technical 
position of the market. It is a diffi- 
cult thing to impress the layman with 
the importance of “the technical posi- 
tion” ; in fact very few people who con- 
cern themselves with the doings of the 
market have more than a hazy idea as 
to what that term means. Yet, it is 
simple enough, when once understood, 
and its importance grows as one gains 
in experience. 


What the Averages Showed 


To properly appreciate Mr. Baruch’s 
reasons for taking the short side of 
Steel, it is necessary to consider the 
technical position at the time, examin- 
ing the market in general and U. S. 
Steel in particular. Fortunately, re- 
course to the excellent times aver- 
ages of the 50 Stocks makes it com- 
paratively easy to review the market; 
and the behavior of Steel at the time 
under consideration, around the middle 
of December, is still fresh in the 
memory of most active traders. 

We will take as our starting point 


‘the period of dull markets, which con- 


tinued throughout the months of June, 
July and the early half of August, 1916. 
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It was in this period that the founda- 
tions were laid for the extensive bull 
movement which culminated in Novem- 
ber. The upbidding of prices began 
with a rush around the 10th of August, 
and there was scarcely a halt in the 
vigorous upward swing until the first 
week in October, when the market 
broke with some degree of panicky 
action, supposedly on rumors of peace 
which came from inspired sources. 

The break was small in proportion 
to the previous advance, and after a 
short period of readjustment, occupy- 
ing exactly one week’s time, the ad- 
vance was resumed with even greater 
forcefulness. 

During the Summer of 1916 daily 
volume of trading on the Exchange had 
dwindled down to a point which showed 
that there was only a small public 
participation in the market. Prices 
fluctuated within narrow limits and 
total sales ebbed and flowed between a 
quarter and a half million shares daily. 
The public was not interested in the 
market. 

But as the prices began to move up- 
ward a new public interest was aroused 
and during the latter half of September 
the daily transactions averaged well up 
around the million mark. The public 
had begun to come in but the stampede 
was not yet. 


A “Public” Market 


It was not until the latter weeks of 
October that the market became com- 
pletely a public affair. The writer, not 
being familiar with Mr. Baruch’s per- 
sonal methods of reading the market, 
is not in a position to state the one 
factor which more than any other in- 
fluenced his judgment regarding the 
technical position of the market at the 
time he entered the short side with 
such large sized commitments. But the 
opinion is ventured that the one out- 
standing feature of the situation, and 
the one most likely to influence such a 
keen judge of the market as Mr. 
Baruch, and to convince him of the in- 
evitable certainty of lowtr prices, was 
the fact that from the first week in 
November until the first week in De- 
cember there were five weeks in which 


a total of very nearly forty million shares 
of stock was traded in on the Ex- 
change, during which time the average 
market, as measured by the fifty 
stocks, was unable to make the slight- 
est headway. This kind of action, 
coming after twelve weeks of rising 
prices, and an average advance for the 
fifty stocks of over seventeen points, 
gave as clear demonstration of the 
technical situation as any operator 
could hope to obtain. It is evident 
from Mr. Baruch’s operations, at least, 
that it was sufficient for his purposes. 

The forty million shares turn-over 
referred to represented an urgent 
popular demand for stocks at the high- 
est prices witnessed in many years, 
and, in a number of individual in- 
stances, the highest prices ever attain- 
ed. The action of the average prices 
during this five weeks period, when 
viewed in connection with the huge 
turn-over of stocks, showed that from 
one source or another stocks were be- 
ing furnished in sufficient volume to 
satisfy the enormous demand. An un- 
healthy technical position had been 
created by the wholesale transfer of 
stocks at record prices from one class 
of ownership to another. 


Steel the Chief Medium 


While Mr. Baruch dealt in a con- 
siderable number of different issues it 
is seen from his testimony that his 
really important operations were con- 
fined to U. S. Steel. Having tested out 
the market for that stock, and noting 
that it failed to respond to his buying 
by an advance, but rather sold off 
several points, compelling him to take 
a loss on those trades, he immediately 
reversed his position, taking the short 
side and putting out a total of 25,000 
shares, selling some of this stock on 
the rally which followed the earlier re- 
action. It is interesting to speculate 


on Mr. Baruch’s reasons for selling 
Steel, although it is not at all unusual 
that he should have done so because 
Steel, on account of its present popular 
position with the public, is the ideal 
stock in which to conduct large specu- 
lative operations, 
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U. S. Steel Common was the leader 
of the bull market of last Fall. It is the 
one stock which has the greatest hold 
upon public imagination. Whenever 
Steel Common does anything spectacu- 
lar in the way’ of price movement a 
large public following may be counted 
upon. When Steel is going up, every- 
body wants to get in. There were days 
in November when over a half million 
shares of Steel alone were traded in. 
Its highest selling price for that month, 
and the highest so far in its history, 
was 12934, while the low for the same 
month was 118%. Around November 
20th it first touched 129. On five of 
the next fifteen trading days it touched 
that figure again, and on two of the 
five days exceeded it fractionally. The 
largest day’s trading in it up to that 
time took place on November 7th, 
when over 600,000 shares were dealt in 
and the high price for the day was 126. 
The advance did not stop with this rec- 
ord trading day but, after a sharp re- 
action of about five points, continued 
until the fifteen day period referred to 
above had been reached. 

Tremendous Trading 

While trading continued on a tre- 
mendous scale after the record day of 
November, there was a_ noticeable 
tendency toward contraction of activity 
and this was especially apparent after 
the price had reached 129. During the 
first two days it sold at that figure the 
transactions in Steel averaged 350,000 
seat oe 129 was touched 
day, and ~y acon co, grag 
Socky ain 8 ~ 909 were rela- 
two ea: li » Saat coy than on the 
Re: ler days when the same figure 
nw ae The following Mon- 
high at 12934, and while ceept cits, NW 
this day be and while transactions on 
two earli about equaled those of the 
day’s peer dons, nether eapever wedge 
the new record high. = vensger —ee 
full points. Fi my elgg loss of two 
Stee} s. Five days, following this, 
p.4: 28ain sold at 129. By that time 
rading yd had mer to 7 less than 

es, and three days | 
— Steel rallied fractionally - 
<9, the total transactions for the day 


was less than 150,000 shares. 


Ideal for Short Selling 

After weeks of tremendous activity 
featured by a sensational rise in price 
which had attracted thousands of new 
buyers, Steel had begun to act as if its 
advance had gone stale. It had flat- 
tened out on top of a fifty point ad- 
vance. From a technical standpoint its 
position was ideal for short selling. It 
is no marvel, then, that Mr. Baruch 
selected it as the medium for his major 
operations. It required no _ inside 
knowledge or “leak” information to in- 
dicate to the experienced observer that 
Steel was due for a considerable de- 
cline. The crash was only a matter of 
time at best, and while it cannot be 
doubted that the forehand knowledge 
of developments in the diplomatic 
situation would be of some value to the 
operator in Steel, giving him the cue by 
which he could most accurately time 
his commitments and perhaps give him 
a degree of boldness in his operations 
which he might otherwise lack, still it 
is quite plain that it was the intimate 
knowledge of the fundamental weak- 
ness in the technica] position of the 
market as a whole, and of Steel in par- 
ticular, which was of the most practi- 
cal value to a man like Mr. Baruch. He 


had correctly appraised the technical 
situation, and, by repeatedly testing 
the market for responses, was ready at 
the psychological moment for the 
grand coup. He was on the alert to 
detect the appearance of adverse news 
developments, chiefly because he knew 
that the market was_in a position, be- 
cause of the inherent weakness of its 
technical structure, to readily give way 
under the impact of any sudden shock. 

When the inevitable crash came he 
was not long of the market, as were 
so many thousands of others, but was 
short, and to the extent of 25,000 
shares. When the news came out and 
erstwhile bulls were rushing in their 
orders to sell or were being sold out by 
their brokers for the lack of additional 
margins, he was busy covering, and 
when the deal had been completed he 
had cleaned up nearly half a million. It 
was Mr. Baruch’s keen insight into the 
technique of the market that enabled 
him te make such a satisfactory turn. 
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HILE the method of trading de- 
scribed in the preceding pages 
is intended for active traders, 

the same general principles apply to 
the operations of temporary, or even 
permanent, investors, and the method, 
with modifications, can be used by 
them as an insurance policy to protect 
them against serious losses resulting 
from depreciatio: in the market value 
of their securitirs, thus enabling them 
to invest with a considerable degree of 
safety in stocks paying larger dividends 
than would otherwise be considered 
prudent. In order to attain this result 
it is necessary for the investor to be- 
come a trader for short periods when 
the market price of his securities falls 
below their cost. 


A Theoretical Example 


Let us suppose that you have a few 
thousand dollars, which you want to 
invest where it will yield the highest 
possible return. There are plenty of 
apparently good stocks for sale at 
prices which are tempting because of 
the high dividends which they are pay- 
ing, but you are very properly afraid 
to buy them because a fall in the mar- 
ket price may counterbalance the divi- 
dends, and more. Furthermore, you 
are confronted with the question of 
when to buy as well as what to buy, 
one problem being as perplexing as the 
other. 

The Buying Time 

As to when to buy, one time is as 
likely as another to be right, unless 
you wait for a panic, which may be 
several years on the way, and after 
which you may have to wait another 
year or two for a recovery, so the prob- 
ability is that you will do as well to 
buy whenever it is convenient as to 
take the risk of a rise while waiting for 
a recession. 


PART 5 
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Having decided what, when and how 
much to buy, give the order to your 
broker to buy it at the market. As 
soon as it is bought, and the price re- 
ported to you, give your broker an 
open stop-order to sell double the quan- 
tity you have bought, one point below 
the price which you paid. If the mar- 
ket advances, or remains nearly sta- 
tionary, you will experience the satis- 
faction of having done the right thing 
from the start. Don’t take your profits 
unless you want to join the ranks of 
active traders. Let your stop-order 
stand where you originally placed it; 
in other respects regard your purchase 
as a permanent investment. You will 
get all dividends and in the event of a 
rise in the market value of the security 
you will get that also when you de- 
cide to dispose of it. 

In case the market declines and your 
stop-order is reached, you will find 
yourself “short” a number of shares 
equal to your original purchase. Im- 
mediately place a stop-order to buy 
enough to cover your short sale and 
put your long again exactly where you 
bought in the first place. If the mar- 
ket continues to decline, move your 
stop-order down to within one point of 
the lowest it has touched, and keep it 
always within one point of the bottom. 
Repeat the process until you find that 
you are long one point from the final 
bottom. Then stand pat, letting your 
stop-order stand, but refusing, to take 
any profits on the long side. If a con- 
siderable drop has occurred since your 
original purchase you will have made a 
good profit as a speculator on the short 
side and at the wind-up you must be 
long one point from the bottom. If 
no fall of consequence has occurred and 
you have merely encountered a choppy 
market, you will have paid a few points 
for “insurance” which is worth its cost, 
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but it is unusual for a stock to chop 
right at the top or bottom. There is 
usually a slight recovery before this 
occurs. 

In short, the investor should operate 
the method as the speculator does, with 
the important difference that the in- 
vestor must refuse to take his profits 
until they become very tempting. The 
process can easily be reversed by those 
who wish to sell short for a long pull. 


Methods in General 


Some methods of speculation are 
based on charts showing what the mar- 
ket has done in the past, but which 
cannot possibly give any intimation of 
what it is likely to do in the future. 
Others are figured on a supposedly 
mathematical foundation. Those 
which rely upon increasing the size of 
one’s commitments as the market goes 
against one, such as buying every 
point, or every certain number of 
points down, and selling every point, or 
every certain number of points up, 
may, and sometimes do, work satisfac- 
torily for a long time, but, <s a man 
who had figured out a number of these 
methods once said to me, “They all 
meet their Waterloo sooner or later.” 
A panic, when one is long or a pro- 
tracted rise when one is short sweeps 
away, in a few days, all that one may 
have made in months, or even years. 

The trouble with all such systems 
is that the operator makes com- 
paratively little when he is right, com- 
pared with what he loses when the 
market goes steadily against him. As 
far as my observation extends most 
beginners operate, or at least believe 
in, some system of averaging. “Buy- 
ing on a scale down,” may be all right 
from the viewpoint of an insider who 
knows what he is getting, but the “out- 
sider” who follows it long enough will 
come to grief. “Selling on a scale up” 
is even worse. 

Those methods which increase as one 
wins, are far safer than those which re- 
verse this process, and the faster the 
increase the better the chance for a 
large profit. The man who doubles his 
stake after each loss inevitably goes 
broke, while those who double the size 


of their operations as their capital 
doubles are following in the footsteps 
of successful men in all lines. 


No Mathematical "Method Satisfactory 


It is impossible to devise a mathe- 
matical method of speculation which 
will create a percentage, or even a pre- 
ponderance of chances, in favor of the 
operator, and to spend time looking for 
it places one in the class with those 
“bugs” who search for perpetual mo- 
tion, or transmutation of metals. On 
the contrary there is necessarily a per- 
centage against the operator, consist- 
ing of the broker’s commission and the 
tax. As an offset to these, the specula- 
tor on the long side receives occasional 
dividends in excess of the interest on 
borrowed capital, while the trader who 
is short of dividend paying stocks for 
protracted periods has an additional 
handicap in the dividends which he 
must, from time to time, pay. The 
common phrase to the effect that bears 
pay no interest is erroneous to that ex- 
tent. For short periods, between divi- 
dend dates, the gradual rise due to 
accruing dividends is purely theoreti- 
cal and may be ignored in practice. 


Methods of Averaging 


All methods of averaging are based 
on the supposition that the market 
must remain within defined limits be- 
yond which it cannot go, experience to 
the contrary notwithstanding, while 
my method is founded upon the oppo- 
site theory, viz:—that the market will 
not’ remain indefinitely marking time 
between certain limits, but will, sooner 
or later, experience a decided move- 
ment up or down, we don’t care which. 
Those who buy on every little drop and 
sell on every little rise make money 
slowly while I am slowing losing it. 
On the other hand when a big rise or a 
sudden decline occurs, I win and they 
lose at a far faster rate than they ever 
win or I ever lose. Take your choice. 
I make no claim that my method will 
win on a dead stock in any market or 
on any stock in a dead market. The 
only method known to beat these is 
neither new nor original, but it is 
effectual. Leave them alone. 
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COMBINED AVERAGES OF FIFTY B.R. & INDUSTRIAL STOCKS. 
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MARKET STATISTICS 

Breadth 
Dow Jones Avgs. 50 Stocks (No. 

20 Inds. 20 Rails High Low Total Sales Issues) 
Monday, SS ee 95.78 103.68 87.16 86.12 426,900 205 
Tuesday, ae Fe 95.85 103.66 86.55 85.24 562,800 223 
Wednesday, “ 31....... 95.44 102.71 86.10 84.71 728,200 231 
Thursday, Feb. 1....... 88.53 99.31 82.52 79.54 2,130,600 267 
Friday, a re 87.01 97.50 81.13 78.40 1,385,400 260 
Saturday, o Mhesteen 89.98 98.16 80.34 77.24 915,800 244 
Monday, mM  idvevans 92.09 98.58 82.30 80.32 1,182,100 219 
Tuesday, “T.| Mh wees 92.81 97.94 82.40 80.81 935,100 214 
Wednesday, “ 7....... 92.18 96.97 82.81 81.04 905,200 214 
Thursday, pay 90.94 96.75 81.36 80.04 856,100 205 
Friday, mF cneee 90.70 96.81 80.91 80.03 436,100 185 
Saturday, mee Tey ore 91.51 97.11 80.82 80.40 162,900 150 











Wall Street’s Greatest Year 


During the year 1916 sales of stocks on the New York Stock Exchange were 
the largest known since 1906. In bonds, the trading set a new high record, 
while, as a whole, the financial transactions of the year were the most active 
the country has ever known. Sales of stocks in 1916 made an aggregate of 
232,842,807 shares, against 172,000,000 in 1915. The bond sales reached 
$1,171,625,250, which in round numbers was an increase of more than 
$200,000,000 over the preceding year. 
























Technical and Miscellaneous Inquiries 





Coffee Trading 
* QO—Will you kindly give me briefly a few 
fundamentals concerning coffee trading? 


What is the unit of trading? Is the trading 
all done through the New York Coffee Ex- 
change? In what terms are prices quoted? 
Are there any brokers who accept odd-lot 
orders in coffee? If there are, can you give 
me the names of one or two reliable firms? 
What is your opinion regarding the future of 
the coffee market for the next few months or 
a year?—B. K., Sandusky, O. 

Ans.—Coffee futures are traded in on the 
New York Coffee Exchange, there being no 
other Exchange in this country where they 
are dealt in. The unit of trading is 250 bags 
per contract and no odd lot transactions are 
sanctioned by the Exchange. Prices are quoted 
in tenths and hundredths of cents a pound. 
A bag of coffee weighs approximately 130 
pounds, hence a fluctyation of 1 point in cof- 
fee or one Fe ~ of a cent per pound, 
means a change of value of $3.25 on each 
contract of 250 bags. The commission is $20 
for a round turn of buying and selling. The 
margin required for trading is $250 a con- 
tract. 





Directors Buying Stock 


Q.—A stock corporation, incorporated under 
the laws of the State of New York, has both 
common and preferred stock outstanding; 
there is sufficient surplus to pay the accu- 
mulated dividends on the preferred stock, and 
the board of directors are desirous of buy- 
ing the preferred stock and placing it in the 
treasury. 

In your opinion, is this permissible without 


securing permission of the authorities at Al- 
bany for the retirement of this class of stock? 
In other words, may a corporation buy up its 
preferred stock without cancelling same?— 
C. P. F., N. Y. City. 

Ans.—As a general rule, if there is nothing 
in the charter forbidding it, directors can buy 
up the preferred stock of a company at any 
time they see fit. Very often there are pro- 
visions in the by-laws, that the preferred stock 
may be called at a certain price, but there is 
nothing in the law as far as we know to pre- 
vent directors going into the open market and 
buying up their stock at any time. This opin- 
ion is based upon generalities, however, and 
as there may be technical points governing a 
special situation, we suggest that you refer the 
matter to a lawyer. 





Collateral with Brokers 


Q.—Will you kindly advise me as to pro- 
cedure to be taken when I wish to place col- 
lateral in hands of broker to be used as mar- 
gin, so that, in case he fails, I could secure the 
collateral by paying the balance I owe him.— 
L. P. H., San Francisco, Cal. 

Ans.—When a client places securities in the 
hands of his broker as collateral to be used 
as margin, he advances the certificate (if it is 
stock) and the broker then issues him a re- 
ceipt containing a description of the security. 
The reason the security has to be endorsed 
by the client, is that the broker has it trans- 
ferred to his name, so that he can negotiate 
it should it become necessary to do so. In 
case the broker fails, you are entitled to your 
security so deposited by balancing your ac- 
count with your broker. 











Danger of the Rut 


NE of the greatest dangers that can befall a man is the danger of getting 
into a rut. The only danger that I can think of that is greater, is that 


of staying in after getting in. 


There are a thousand outside forces 





that conspire to force a man into a rut. There is only one force that can keep 
him out or get him out after he is once in, namely—the force of his own charac- 
ter. It is a commonplace of observation to say that our Twentieth Century 
civilization tends towards sameness. This is especially true in America. Our 
social and business customs turn out a finished human product a good deal 
like clothespins are turned out of a machine—all very much alike. Fear of 
being made conspicuous, which, after all, is one of the principal motives gov- 
erning human beings, makes us all follow on the same beaten path. We are 
alike in dress, alike in manner, alike in speech. We are even alike in thought, 
according as we follow this, that, or the other leader. Few of us possess real 
originality. Those who possess any at all usually prefer to stamp out the 
spark, to follow the line of least resistance, to copy rather than to do some- 


thing new. The result is—the rut.—S. W. Straus. 
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Submarine Panic in Cotton Market 


Threat of Ruthless Submarine Warfare Causes Break of 
$25.80 Per Bale—A Stop Order Panic 





By 0. D. HAMMOND 





N Wednesday, January 31, the cot- 
ton market advanced to the high- 
est prices of the week. Some of 

the heaviest cotton operators who have 
been bearish for some weeks were forced 
to cover at a substantial loss. 

Many were so convinced by the firm 
action of the market and by the strong 
statistical position that they were in- 
duced to switch to the bull side. One 
prominent operator, now spending the 
winter in the South, purchased thirty 
thousand bales of cotton just before the 
close on Wednesday when the market 
closed firm at 17.48 for March, 17.66 
for May and 17.64 for July. This par- 
ticular purchase of 30,000 bales was in 
the May option and the average price 
paid was just above 17.60. There was 
then not the slightest inkling of impend- 
ing disaster and nothing to suggest the 
demoralization that was impending. But, 
as has been pointed out in these columns 
repeatedly of late, a market that is 
purely political and based upon the con- 
tingencies of the foreign situation, is at 
all times hazardous. 

On Thursday morning the papers 
published the German note to the United 
States Government, announcing that all 
ships were to be sunk at sight regard- 
less of nationality or neutrality, and re- 
scinding the previous promises of the 
German Government to adhere to the 
rule of visit and search. Maritime in- 
surance rates immediately jumped sky 
high, or were withdrawn altogether. If 
the German threat were to be carried 
out it would mean a practical stoppage 
of our tremendous cotton exports. The 
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cotton trade both North and South was 
in a panic. The cotton merchant in the 
South, with his waréhouse full of unsold 
bales, the mill owner in the North and 
East with his warehouse full of high 
priced bales, and most of all the many 
newly converted bulls among the specu- 
lative element, with their brokers’ ac- 
count heavily long of 17% cent cotton, 
were all seized with a sudden panic. 

Everybody wanted to sell. Brokers 
around the ring had their hands full of 
orders, all to sell at the market. In 
twenty minutes after the opening May 
cotton, which had sold at 17.66 cents 
when the market closed on the previous 
day, was selling at 12.50 cents, which 
represents a loss of $25 per bale, or 5 
3-16 cents per pound. The operator 
mentioned above, who had the previous 
afternoon purchased the 30,000 bales, 
sold his line well below 13 cents and took 
a loss of just about three-quarters of 
a million dollars. He made his purchase 
about ten minutes before the market 
closed on Wednesday and took it out 
about twenty minutes after the market 
opened on Thursday. -Thus he was in 
the market only about a half an hour of 
market time. He bought at the top and 
closed it out almost at the bottom, and 
he was only one among thousands of 
others. 

There was almost an utter lack of 
speculative short interest, and there was 
no purchasing power from this source to 
sustain the market, or to check its pre- 
cipitous drop. If there had been even a 
moderate short interest these shorts 
would have covered their contracts after 
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a reasonable break and the buying power 
thus afforded would have steadied the 
market, encouraged investment buying 
by spot cotton merchants and there 
would have been no panic. 

Nothing like this collapse has ever 
been experienced before in the history 
of the cotton trade. In the rapidity of 
this decline and in its extent there is no 
parallel in the whole life of the Cotton 
Exchange. In 1904, when Daniel J. 
Sully ran his corner in cotton, there was 
a sudden collapse from around 15c. to 
12%c. This sudden drop of 2% cents 
a pound, or $12.50 per bale, brought 
about by the announcement of Sully’s 
bankruptcy, was the cause of many other 
failures and has always since been re- 
ferred to as the “big break in the Sully 
corner.” The next most notable break 
was the break that caused the failure of 
the largest bull firm in 1914, when the 
war broke out between Germany and the 
Allies. There was a break of 2c. per 
pound, or $10 per bale on this occasion. 
This break of 2 cents per pound not only 
caused the bankruptcy of several of the 
largest Wall Street firms but was the 
direct cause of closing the Cotton Ex- 
change and keeping it closed for many 
months. 

In 1904 a break of 2%c. caused Sully 
and many others to fail. In 1914 a break 
of 2c. caused the failure of the Pell firm 
and many others and closed the doors 
of the Cotton Exchange, yet in 1917 a 
break of 5 3-16c., about twice as heavy 
as either of these other memorable col- 
lapses, not only caused no failures, but 
so far as is known caused no serious loss 
to brokers by reason of the failure of 
their customers to make good their 
losses. When one considers that the 
usual margins required on Wednesday 
were from eight to ten dollars per bale 
and that the collapse on Thursday was 
so sudden that stop loss orders were no 
protection whatsoever and were exe- 
cuted from one to five hundred points 
under their limit, it is a remarkable 
tribute to the soundness of both the 
brokers and their customers that fail- 
ures and financial distress did not fol- 
low in the wake of such a drastic 
collapse. 

This collapse brought out the fact 


that almost every trader in cotton had 
attempted to protect himself from un- 
due loss by means of a stop loss order. 
In other words, the man who bought 
cotton at 17c made up his mind that 
he wanted to limit his loss to, let us 
say, two dollars per bale. He attempt- 
ed to do this by telling his broker to 
sell the cotton as soon as it should 
decline to 16.60c, or forty points below 
where it was purchased. Another who 
purchased at 16.75c put in a stop at 
16c and so on through the list of thou- 
sands of customers. Everybody had 
fixed upon some point beyond which 
he was anxious not to commit himself. 

Each one of these stop orders must 
be executed at the best figure the 
broker can obtain after the market 
once reaches the price or limit of the 
stop. When a stop price is reached, it 
becomes a market order. The broker 
has no option in the matter; he must 
sell as best he can, even though the 
best is two or three hundred points be- 
low the figure placed in the “stop.” It 
must be executed and “at the market.” 

Thus, it happened that the attempt 
of a vast number of men to play safe 
was the undoing of them all. An 
accumulation of stop orders turned 
what might have been only a drastic 
decline into a panic. A stop loss order 
is an excellent protection in normal 
times. It, asa rule, insures one against 
a greater loss than he can afford. It 
enables one to limit the amount of 
risk that he takes. In abnormal times 
everybody sees the wisdom of operat- 
ing with a “stop,” and when every- 
body’s stop is jumped over in some 
sudden panic, the accumulation of stops 
that must be executed at the market 
becomes not only a source of danger 
but is sure to defeat, by their own 
operation, the very object for which 
they were intended. 

After the market had digested all 
these stops and after the whole cargo 
of bull accounts had been thrown over- 
board, the spot dealers began to pur- 
chase to procure some of this bargain 
cotton. Their purchases, light as they 
were, came after the whole long ac- 
count was liquidated, and the limited 
number of out of town shorts, who 
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operate by telegraph, began to take in 
short profits. This small buying 
rushed the price back up 500 points, or 
about twenty dollars per bale, but the 
rally failed to hold. No one expected 
it to, with war with Germany antici- 
pated on all sides. May closed at 
15.14c, showing a net loss of 2%c or 
$12.50 per bale for the day. 

With the final break in diplomatic 
relations, and with the relief from the 
tension of uncertainty and uneasiness 
the market has steadily advanced until 
at the time of this writing, it is almost 
back to where it closed on Wednesday 
before the panic. 

Since the panic on the first of the 
month, and, in view of the extreme 
danger of an American entrance into 
the great European war, the margins 
required by many brokers for cotton 
trades are around fifteen dollars a 
bale. Some are content with ten, 
where they know the customer to be 
financially sound. One broker said to 


his margin clerk recently, “Make your 
margin requirements as nearly prohibi- 
tive as possible.” 

In the present crisis in our national 
affairs it is futile to attempt to say 
what may or may not happen in the 
cotton market. Too much depends on 
whether we have war or not. If we 
have war, will it be an active or a 
passive war as far as this nation is 
concerned? Will the German sub- 
marines be as ruthless as they threat- 
en? Is the European war to be pro- 
longed or shortened by Germany’s new 
methods or by dragging America into 
it? All these questions will play a 
part in the fixing of cotton prices. Crop 
prospects, supply and demand are all 
in the background, compared to the 
political uncertainties. Economic con- 
siderations cease to control prices. 
When it comes to war and diplomacy 
one man’s guess is as good as another. 
To speculate in cotton during the pres- 
ent crisis is to gamble in diplomacy. 








War—and Wheat : 





By P. S. 


KRECKER 





CENES have shifted unexpectedly 
on the wheat stage and a new.and 
puzzling situation has been created 

by the break between the United States 
and Germany. The overshadowing ques- 
tion is no longer one of supplies, but the 
larger problem of what effect the en- 
trance of the United States into the war 
would have on values. Proceeding on the 
general principle that war is bullish on 
wheat, the first impulse would be to ex- 
pect an enhancement of values to high- 
est prices yet touched. That this would 
be the effect on the foreign markets is 
reasonable to suppose. But, it is less 
reasonable to assume that the domes- 
tic wheat market would advance. The 
government of this country might re- 
gard it prudent to take steps to limit 
exports so as to assure the people of 
this country of plenty of bread at 
moderate prices. It is likely that in 


foreign countries further economies 
would be practiced to conserve food- 





stuffs, thus reducing foreign consump- 
tion. Our government would float 
large war loans and this might result 
in reducing speculation. It is barely 
possible that the government would 
regulate prices and suspend operations 
of speculative markets or limit their 
transactions to a minimum, as has been 
done by all of the belligerent nations. 
Much has been learned from the ex- 
perience of the European nations in 
wartime regarding the regulation of 
money and food markets, and in the 
event of war the government of the 
United States undoubtedly would apply 
some of these lessons to the solution of 
domestic problems. It is gravely to be 
doubted that the government would 
permit speculative operations to send 
prices of necessities soaring. + 
While momentous questions arising 
out of the crisis with Germany are 
pending, wheat has been unfavorably 
affected by a two-fold interruption to 
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the movement. The German blockade 
has seriously hampered exports, while 
the railroad blockade has almost as 
seriously interfered with the domestic 
movement. At present writing the ex- 
port trade is virtually at a standstill. 
It is almost impossible to do business, 
both because of the perils of shipping 
and the inability to secure wheat at 
seaports. On the one hand there is 
hesitation about entering into new con- 
tracts, while on the other wheat al- 
ready contracted for and due at At- 
lantic ports is hard to obtain because 
the railroads have been unable to move 
it. The scarcity of spot grain has re- 
sulted in high premiums being paid in 
Atlantic ports. 

While the Allied nations are making 
strenuous efforts to break the German 
blockade, shipping has suffered severe- 
ly, and it is intimated in foreign advices 
that the amount of foodstuffs imported 
may be reduced to such an extent that 
great economies must be practised. 
One foreign market has been cut off 
absolutely as a result of the German 
blockade by the closing of the ports of 
Holland. It must be remembered, too, 
that other neutral nations of Europe 
would be unable to import foodstuffs 
or other contraband of war from the 
United States in the event of our en- 
trance into the conflict. Germany, for 
example, would absolutely interdict the 
shipment of any contraband to Sweden. 

At home the railroad situation is so 
serious as almost to cause alarm. West 
of Pittsburgh, traffic appears to be de- 
moralized. Exporters are unable to get 
grain out of central territory and may 
not be able to do so for a month. The 
situation has resulted in enormous de- 
murrage losses by shippers and sea- 
board clearances have been exception- 
ally light. Meanwhile, the domestic 
mill trade has suffered as well. Ad- 
vices from Minneapolis have been that 
more than 50 per cent. of the flour 
mills of that center have been forced to 
suspend grinding owing to inability to 
move out their flour. These develop- 
ments of course tend to reduce the de- 
mand for wheat. 

Crop news is rather disappointing 
and were other things equal would be 


reflected in sharply higher prices. A 
cold wave of almost unprecedented 
severity has not done the winter wheat 
plant any good and may have done 
irreparable damage in spots. That the 
whole crop has not suffered is indi- 
cated by the February 7 National Wea- 
ther and Crop Bulletin. 

Foreign crop news is mixed. France, 
Italy and the United Kingdom have ex- 
perienced weather conditions unfavor- 
able to wheat. Reports from the 
United Kingdom also indicate an acre- 
age some 20 per cent. less than nor- 
mal. Spain, however, reports crop 
prospects fine. Native reserves are 
liberal and import needs moderate. 
India has general beneficial rains. The 
wheat crop promises well. Yield of 
native food grains such as rice have 
been liberal and liberal exports of 
wheat will be possible. The Australian 
crop promise is maintained but yield is 
below the previous season. Authori- 
ties estimate the crop of wheat in New 
South Wales as 43,000,000 bushels, 
compared with 67,000,000 bushels last 
year. Argentine shipments of wheat 
will be light, according to authorities 
there owing to scarcity. The surplus 
of wheat from both old and new crops 
is placed at 48,000,000 bushels. There 
has been an abandonment of 33 per 
cent. of the area sown to wheat last 
December, and the yield is estimated 
at only 77,922,000 bushels, compared 
with 172,415,000 bushels. 

While the futures market has been 
erratic and has fluctuated sharply, the 
trend of values appears to be down- 
ward. At times the May option, in 
particular, has shown distinct weak- 
ness Owing to the serious interruption 
to exports and the railroad tie-up. It 
is almost certain that there will be no 
further bull demonstration in the May 
option. With regard to July, the pos- 
sibilities of an advance have been re- 
duced seriously by recent develop- 
ments, but it is likely to prove the 
stronger option of the two. Its action 
will be governed in part by new crop 
developments. The damage reports 
already mentioned have already had 
the effect of stiffening the July position 
relatively with that of May. 
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Book Reviews 


ADVERTISING BY MOTION 
PICTURES 
By Ernest A. Dench. (Price, $1.50 Postpaid.) 


THE motion picture has achieved widespread 
fame as a form of entertainment, and it 
is now likely to repeat this performance in the 
advertising field. It is an entirely new pub- 
licity medium which is destined to become very 
gee and very effective. 
here is very little information available on 
this subject, so that this book by Mr. Dench is 
the first in its field. The author is a recognized 
authority on the subject of motion pictures, 
and he has made a thorough investigation of 
every phase of this fascinating theme. The 
results of his inquiry are presented in an easily 
understandable manner. 

The author points out the application of the 
fundamental principles of salesmanship to mo- 
tion pictures. The volume is full of usable 
suggestions, and campaigns are suggested for 
individual business such as real estate, de- 
partment stores, musical advertising and 
others. Every man who ‘sells things should in- 
vestigate the possibilities of this new field of 
advertising, which this volume sets forth so re- 
markably. 


CONTENT WITH FLIES 
By Mary and Jane Findlater. (Price, $1.10 Post- 
paid.) 


THIS book is a charming account of the 
summer experiences of these well- 
known authors in a country cottage in 
Scotland, entirely without servants. 

Realizing the change in the standard of liv- 
ing which the war is bringing about in Great 
Britain, they made their first attempt at really 
living the simple life so much praised by the 
theorists. 

The story of their trials and tribulations, 
and their triumphs, is humorously told, and is 
as stimulating as it is entertaining. 

The book is full of sound suggestions, both 
for the housewife and for the man whose 
money makes housekeeping possible. 


FINANCIAL CHAPTERS OF THE 
WAR 








By Alexander D. Noyes. (Price, $1.35 Postpaid.) 


MAY of us have wondered how it is pos- 
sible for the nations engaged at war in 
Europe to raise the tremendous amount neces- 
sary to carry on the war. The expenditure 
has been $100,000,000 a day. We have also 
wondered why the prediction of the financiers, 
that the war could not last long because of the 
economic exhaustion of the country, has not 
been fulfilled. 

Other questions which have occurred to us 
are, why foreign exchange has depreciated so 
much ; how this country has acquired the power 


of paying off its large foreign indebtedness and 
financing the neutral nations from its own re- 
sources, even lending to Europe larger sums 
than Europe itself has raised for its earlier 
wars. 

One of the most vital questions of the war is, 
is Our present prosperity only temporary and 
fictitious, and what will happen when the war 
is over? These are the questions which Mr. 
Noyes has answered in his book. 

The author first takes up the financial aspects 
of earlier wars, and compares them with the 
present struggle, showing that the European 
war is by far greater than any war in history 
from a financial as well as physical standpoint. 

He then goes on to take up the financial his- 
tory of the war, step by step, beginning with 
the panic and the expedients which Europe 
used in an endeavor to save her financial stand- 
ing. Following this, the book points out how 
the nations sought to develop their financial re- 
sources for the carrying on of the war. Par- 
allel to this, the author points out the condi- 
tions as they held in America -up to the 
point of the closing of the New York Stock 
Exchange. From this point on, he discusses 
the growth of the great prosperity in this coun- 
try, the currency inflation, and foreign ex- 
change. 

The last part of the book is the important 
part to us to-day. This discusses the possi- 
bility of the future, when the war shall end. 
A brief history of similar conditions in the 
past is given, and a forecast of the financial 
conditions of the European countries after the 
war is clearly set forth. Finally the American 
aspect of the question is taken up in detail. 

Whether or not we ourselves are involved in 
this terrible conflict this book will prove a val- 
uable study to anyone who takes the slightest 
interest in economic problems. 





FACTORY ACCOUNTING 
By Frank E. Webner. (Price, $3.30 Postpaid.) 


A§ specialization in the industries increases, 

there come additional problems in ac- 
counting and bookkeeping methods for these 
very special needs. A general knowledge of 
bookkeeping will not cover the particular de- 
tails of an individual enterprise. 

One of the fields which have heretofore been 
neglected is that of factory accounting, which 
involves a great many technicalities. However, 
Mr. Webner, by his excellent organization of 
the material has simplified the study consid- 
erably. One of the means he has adopted to 
help the beginner is to use charts and graphs 
wherever possible. However, the book has 
not been written solely for the beginner. It 
is a good working guide and reference book 
for the skilled accountant. Special attention 
is given to the newer methods an# mechanical 
means of time and labor saving. 

Each record and book of entry kept in fac- 
tory accounting is described carefully, and the 























THE MAGAZINE OF WALL STREET 


order in which entries should be made is ex- 
plained. Besides the mere routine, there is 
much material on the organization and manage- 
ment of a factory, which would enable an am- 
bitious accountant to qualify for the position of 
factory manager. Since it is necessary that all 
executives of manufacturing companies keep 
in touch with the best methods of accounting, 
we earnestly commend the book to them, with 
the belief that it will fill a real gap in the pres- 
ent literature on the subject. 





THE AWAKENING OF BUSINESS 
By Edward N. Hurley. (Price, $2.10 Postpaid.) 


THis is a book which states some plain 
truths in a plain way. It is not a mes- 
sage of congratulation, but of warning, as to 
conditions now existing in American business. 
Mr. Hurley points out wherein we are defi- 
cient in our business methods. He does not 
propose any revolutionary schemes to remedy 
these conditions, but suggests a getting back 
to first principles and building up the business 
with our newer understanding of efficiency 
principles, without regard to traditional meth- 
ods. In turn he takes up trade associations 
price fixing, foreign trade opportunities, co- 
operation in export trade and similar fea- 
tures. 

The book shows the wrong method of cor- 
recting conditions, and demonstrates just how 
far Governmental and Legislative control of 
private enterprises can go. 

Mr. Hurley is the chairman of the Federal 
Trade Commission, and although the book is 


written on his own authority as an individual, 


nevertheless it reflects the results of his work 
as a member of the commission. In this con- 
nection he is particularly fitted to speak on 
the subject of Government aid to business. 
The book is practical, and of inspirational 
value to every business man. 





GASOLINE, A HAND BOOK. 
By G. A. Burrell. (Price, $1.60 Postpaid.) 


HIS book is invaluable for anyone who owns 

or uses an automobile. It is not a handy 
book for repairs, attempting to teach the 
reader everything about an automobile in 15 
pages, but it is a sensible discussion of the 
properties and proper use of gasoline. 

There is interspersed much interesting ma- 

terial on the history of automobiles, the con- 
struction of the parts of an automobile which 
ave to do with gasoline, and also some val- 
uable information on lubricating oil. 
_ For the investor in oil securities, the statist- 
ics regarding petroleum production will prove 
especially valuable, as well as those chapters 
dealing with the preparation of gasoline and 
lubricating oil. There are also useful chapters 
containing weights and measures, an explana- 
tion of the metric system, and various other 
tables of importance. The book is attractively 
sarwe in leather, and easily slipped into the 
pocket. 


FISHING FOR SUCKERS 


By George Thomas Watkins. (Price, $1.05 
Postpaid.) 


W HEN you have read over some of the clas- 

sified advertising in the newspapers and 
magazines, you have often wondered as to the 
success of certain schemes for getting money 
from the innocent. 

Mr. Watkins has made a thorough study of 
three classes of these advertisements. One 
of them is best described in the wording of 
the advertisement. “Photos of Women, the 
Kind Men Want but Seldom Get.” Taking 
these advertisements up, one after another, he 
shows how they are entirely fakes, and how by 
skillful wording of their advertisement they 
fool the customer. Some of the goods sold un- 
der this class of advertisement are truly ab- 
surd. The second class of advertisement are 
the “Rare and Racy” books. The advertise- 
ments imply that these are red hot publica- 


tions. The title of one of them is indicative 
of the whole series. “From the Ball Room to 
Hell.” Upon investigation these books prove 


to be quite innocuous, and they are particu- 
larly poor examples of written English. 

The final class of advertisers is those who 
advertise to teach the mail order business. 
The results show that where there is not any 
string connected to the proposition which re- 
quires the outlay of money on the part of the 
person inquiring, these instructions are abso- 
lutely worthless. Practically all of them how- 
ever, require that the embryo mail order mag- 
nate buy a certain outfit and act as an agent 
for this product. The whole scheme is nothing 
more than a selling scheme for the product in 
question. 

Those who advertise, and those who read, 
should look over this book. It will lighten 
up a dark hour, and serve as a basis for rat- 
ing advertisements. 





SUCCEEDING WITH WHAT YOU 
HAVE 
By Chas. M. Schwab. (Price, 60c. Postpaid.) 


[‘ this book the famous steel magnate re- 

veals the secret of his success. Mr. Schwab, 
who has no faith in super-geniuses, is of the 
opinion that there is more opportunity to rise 
in America than ever before, and he illus- 
trates this with the experiences of some of 
his own employees. He discusses the merit 
of a college education for business, and points 
out how he selects men for important places. 
The book is particularly valuable in showing 
that faithful, loyal service is needed to carry 
out the plans of those who furnish capital, 
and that these are therefore the requirements 
an ambitious young man should have. 

The final chapter of the book, entitled 
“Woman’s part in man’s success” deals re- 
markably well with a topic never before ade- 
quately handled. 
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Wall Street Jottings 


A. booklet containing quotations as of March 
1, 1913, of over 600 Public Utility Securities, 
has just been issued by William P. Bonbright 
& Company. These quotations will be éx- 
tremely valuable to those who owned, prior to 
March 1, 1913, any of the securities listed, and 
sold them during 1916, as the profits or losses 
from such sales should be indicated in their 
income tax reports. 


Full description of the Preferred stock of 
a Public Utility Corporation selling on a 9% 
basis will be given to those interested by 


Geo. Reith & Co., 40 Wall Street. 


Hort & McWilliam, 71 Broadway, New 
York, have an interesting circular in refer- 
ence to the political situation and its bear- 
ing on foreign securities. Sent on request. 


The initial dividend of 14% on the pre- 
ferred stock on the Northern Ohio Electric 
Corporation has been declared, payable 
March 1, 1917, to holders of record Feb- 
ruary 16. Books do not close. 


A special proposition is now made to out- 
of-town banks and bankers by the Metro- 
politan Trust Company of New York, 60 
Wall Street. Full details on request. 





NICKLAS MINING COMPANY 
6% Sinking Fund Gold Bonds 


Guaranteed unconditionally, prin- 
cipal and interest, by Breitung & 
Co., Ltd. 

PROPERTY PRODUCES GOLD 
AND SILVER UNAFFECTED AD- 
VERSELY BY WAR. WRITE 
FOR CIRCULAR. 


BREITUNG & CO., LTD. 
11 PINE STREET, NEW YORK 








An Important 
Factor 


in the growth and development 
of any bank outside of New York 
City is a strong connection here 
at the center of things financial 
in America. 





This organization offers a supe- 
rior service guaranteed by large 
resources. We have a proposition 
to make you in regard to your 
New York business. May we 
explain in detail? 


Capital and Surplus, $7,000,000 
Metropolitan Trust Company 


of the City of New York 
60 Wall Street 








Business men, bankers and holdere of Amer 
can and foreign securities must keep info’ 

in these unusual times, on the meaning of 
great day-to-day events as they affect the ¢ 
mercial and financial situation. 


THE BACHE REVIEW 


Presents clear, condensed and unprejudic 
opinions on these subjects each week. 


Send for it. Also list of suggestions for investment, 
J. S. BACHE & CO. 


Members New York Stock Exchange 
42 BROADWAY, NEW YORE 








Our 1917 Book Catalogue 
is Now Ready 


We have made a thorough examination of all 
publications on Business, Commerce, Economics, 
and Finance, and selected the best of them for 
listing in our Book Catalogue, 4th Edition. Over 
400 titles are listed and lescribed in this cata- 
logue, which has been prepared with consider- 
able care. Send for your copy now. 


Book Department 


The Magazine of Wall Street 
42 Broadway, New York 














MID-CONTINENT Ol 


We are in the heart of this field and in close touch ¥ 
every phase of its development. If you want to buy 
in proven or unproven territory, form drilling Syndica 
liberal commission basis, or buy oil production, writ®, 
Our propositions range from One Hundred Dollars to 
Million Dollars. 


RALPH DEVELOPMENT CO., 395 Mayo Bldg., Tulsa, @ 


Full neeaties will be given by CG 
Kerr & Co., 2 Wall street, New York, @ 
Central Petroleum pf., which yields 12% 
present price, with guarantee by Texas © 
Co. on its stock dividends. 





YOU CAN DEAL WITH OUR ADVERTISERS WITH CONFIDENCE. 
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